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VIA E-MAIL AND REGULAR MAIL

Susan Barker Andrews

Kansas Department of Health
& Environment

Legal Department

1000 S.W. Jackson, Suite 560

Topeka, KS 66612-1368

Re: CECO Site
4105-4219 W. Pawnee, Wichita, Kansas
KDHE Project Code C2-087-72193

Dear Susan:

This letter restates and supplements my April 1997 letter to Pat Casey in which 1
discussed the corporate history of NCR as it relates to the above-referenced site. The purpose of
this letter is to demonstrate to KDHE that NCR has never been an owner or operator with respect
to any radium manufacturing at the CECO Site in Wichita.

Introduction

All activities of Electronic Communications, Inc., (“ECI”) that generated radium at the
CECO Site had stopped, at the latest, in 1968. Any and all releases were caused by ECI or its
predecessors and occurred almost exclusively before NCR acquired any ECI stock in 1968.
NCR was not a tenant at the CECO facility until 1972, well after all radium manufacturing and
storage activities had ceased and the building had been thoroughly cleaned.

NCR was an ECI stockholder from 1968 until 1976 when E-Systems, Inc. purchased all
of ECI’s from NCR. ECI was always a separate corporate entity; NCR was always a mere
stockholder and nothing more. The record shows that NCR always dealt with ECI at arm’s-
length. NCR is not liable for the activities of its former independent subsidiary. Only ECI or its
successors are responsible for any radium contamination at the CECO site.
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In United States v. Bestfoods,! the U.S. Supreme Court held that even CERCLA does not
allow the government to impose liability on a parent corporation for the acts of its separate
corporate subsidiary.

The Court said, “It is a general principle of corporate law deeply ‘ingrained in our
economic and legal systems’ that a parent corporation (so-called because of control through
ownership of another corporation's stock) is not liable for the acts of its subsidiaries.” Quoting
from several noted authorities, the Court went on:

("Neither does the mere fact that there exists a parent-subsidiary relationship
between two corporations make the one liable for the torts of its affiliate");
("Ordinarily, a corporation which chooses to facilitate the operation of its
business by employment of another corporation as a subsidiary will not be
penalized by a judicial determination of liability for the legal obligations of the
subsidiary”); ("Limited liability is the rule, not the exception"); ("A corporation
and its stockholders are generally to be treated as separate entities"). Thus it is
hombook law that "the exercise of the 'control’ which stock ownership gives to
the stockholders . . . will not create liability beyond the assets of the subsidiary.

.. Although this respect for corporate distinctions when the subsidiary is a
polluter has been severely criticized in the literature ... nothing in CERCLA
purports to reject this bedrock principle, and a§amst this venerable common-law
backdrop, the congressional silence is audible.

Operations af the CECO Site before NCR Acquired any ECI Stock

In the mid 1960’s, Standard Precision, a division of Electronic Communications, Inc.,
manufactured new aircraft instruments and refurbished used instruments at the CECO facility.*
By the mid-60s, and no later than December 8, 1966, the CECO facility did not use radium paint
on any of its products.’ The only radium matenal on site was pre-existing paint on used
instrument dials that were being refurbished.® The only radium waste at the facility was from
pre-existing paint removed from used instruments.’

524 U.S. 51 (1998)

524 U.S. at 61-62 (citations omitted).

ld

Prospectus dated August 2, 1968, Exhibit A; December 8, 1966 Inspection Report, Exhibit B, § A.5. The
Prospectus indicates that Standard Precision was operated as a division, not as a separate corporation, “ECI
acquired this division (then a separate corporation) in 1959.” Prospectus, p. 23 (emphasis added). The General
Manager of Standard Precision was a corporate vice president of Electronic Communications, Inc. Exhibit B, §
A.2.(a).
5
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Exhibit B, { B.1.
6 Id, at{A.6.
7 1d,at Y A.5 & 6and B.1.
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In 1967 (and again in 1969) the facility was thoroughly cleaned. On July 11, 1967, a
contractor wrote to Standard Precision indicating that the entire facility had been cleaned to
levels that were acceptable to the Department of Health, except as noted.®

NCR’s Acquisition, Ownership and Sale of ECI’s Stock

On May 20, 1968, NCR, then known as National Cash Register Company, entered into an
agreement with ECI whereby NCR would trade one share of NCR stock for two shares of ECI -
stock.” By September 1968, NCR had successfully acquired approximately 95.2% of the
outstanding stock in ECL'® Because NCR was a stockholder, and there was no merger, NCR
acquired none of the liabilities of ECI or its predecessors. In a February 10, 1969 memo, NCR’s
controller, J. H. Combes, instructed NCR personnel about the relatxonshlp between the two
companies, making it clear that NCR was to deal with ECI at arm’s length.""

On January 16, 1969, the Department of Health found that there “kad been little use” of
the radium pamt stripping area at the CECO facility and that ECI planned to disassemble the
stripping room.'? It thus appears that sometime between July of 1967 and January 1969 (four
months after NCR had acquired its ECI stock) ECI had ceased its aircraft instrument refurb1shmg
business.

The Department revisited the facility less than two months later ﬁndmg that the stripping
room had been remodeled and was being prepared as a storage area.'® There was a very small
quantity of radium waste in a sink and on a hood that had been removed and placed behind the
building and “two or more” instruments with radium dials or hands in storage."® The facility had
been cleaned and repainted and no areas of unacceptable contamination were found.'® ECI
speclﬁc?gly told the Agency that there were no plans to use the instruments that were in
storage.

8 These remediation activities are described in the attached Exhibits C, D and E.
4 Exchange Offer Agreement dated May 20, 1966, Exhibit F at § 6.4. Note that the Exchange Offer
Agreement spemﬁeally provides that ECI will not have any operating subsidiaries other than ownership of one-half
of the stock in Scott Electronics Corporation. Exchange Offer Agreement at § 5.21.

September 17, 1968 Press Release, Exhibit G.

" Exhibit H.

12 January 16, 1969 Inspection Report, Exhibit I. (emphasis added).

1 March 7, 1969 Inspection Report, Exhibit J. .
" Id '

15 I d.

16 Id
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On April 21, 1970, the Department inspected the facility finding that the main activity at
the facility was the manufacture of computer components for IBM which did not involve any
radioactive material.'’ The entlre radiological program at the facility consisted of storing five
aircraft dlals contammg radium'® (which accounts for ECI’s renewal of its radiological license in
June 1970)."° The inspector specifically noted that the “...licensee is no longer involved with
dial stripping or any other work using radioactive matenal »20 There were no items of
noncompliance, indications of incidents or accidents, or unusual conditions at the facility.! The
inspector recommended that the next inspection not occur for three more years.

By 1971, NCR had acquired 99.8% of the outstanding ECI stock.?> On December 29,

1971, ECI was merged into ECI Merger Corporation, a new corporation wholly owned by NCR,
and the old ECI ceased to exist.?* ECI Merger Corporation then changed its name to Electronic
Communication, Inc.?® In effect, NCR bought out the minority stockholders and paid them the
value of their ECI stock. NCR then owned all of the stock in ECI and continued to operate ECI
as a separate subsidiary. Because this was a stock transaction and not a transfer of assets, ECI
Merger Corporation acquired all of old ECI’s assets and liabilities, including any liability for -
environmental conditions. New ECI remained a separate corporation, wholly-owned by NCR.

On January 3, 1972, ECI paid NCR an asset d1v1dend consisting of all of ECI’s physical
assets at ECI's Standard Precision Division in Wichita.”® The dividend specifically excluded any
- money or securities owned by ECL.>’" After the January 3, 1972 dividend, the name of the

Wichita facility was changed from “ECI, Standard Precision Division” to “NCR Data Terminals
Division Wichita Plant.” _

This was a pure asset transfer and a pure dividend; it was not a stock transaction. There
is nothing in the reorganization of ECI and payment of the asset dividend to NCR that transferred
any liability from the old ECI to NCR. Instead, all of old ECI’s liabilities flowed directly into
ECI Merger Corporation, renamed ECI, and were retained there.

" April 21, 1970 Inspection Report, Exhibit K at § C.1.
" Id,at K. & C.2.

1 See Exhibits L & M.

2 ld.,at{C3.a.

2 Id,at ] A8b.,A9. & A.10,

2 Id,atA.ll

2 December 22, 1971 Minutes of Meeting of NCR Board of Directors, Exhibit NI, p. 3.

H December 30, 1971 Minutes of Meeting of Electronic Communications, Inc., Exhibit O, p. 3,

» , 1d,p. 1. Seealso, Plan of Merger of Electronic Communications, Inc. into ECT Merger Corp., Exhibit P.
% Exhibit O, p. 2.

z Id.

= Undated Press Release entitled “Wichita Plant Becomes Operating Unit of NCR,” Exhibit Q,
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On December 30, 1971, and prior to the ECI reorganization and the dividend described
above, ECI entered into an agreement with EDO Corporation for the sale of two of the major
product lines which had been produced by ECI at its Standard Precision Division: the “au' speed
and vertical speed indicators” and the “high cost and low cost fuel system indicators”? This
transaction convcyed the entire product line, including the manufacturmg equipment, patcnts
and spare parts.’® ECI retained all of the benefits of this sale.’!

On September 7, 1972, NCR entered into an agreement with Aerosonic Corporation to -
sell addmonal product lines which had been manufactured by ECI’s Standard Precision
Division.*> The product lines sold were the “air-driven horizontal and directional aircraft
gyroscopes” and “electrically-driven horizontal and directional aircraft gyroscopes.” This
agreement also included all manufacturing equipment, tooling, parts inventory, patents and the
like.

ECUI’s radiological license exgxr ed by its own terms on July 31, 1972, and there were no
requests that the license be renewed.” NCR never applied for or held a radiological license for
the CECO Site. There was a final inspection of the CECO Site on February 16, 1973 at which
NCR stated to the inspector that it “...has no intentions of becoming involved with radioactive
material...”**

In late 1973, NCR moved its operations to the east side of Wichita.>> All of NCR’s
manufacturing activity at the CECO facility had been transferred to a plant on North Rock Road
in Wichita by December 31, 1973. Thus, NCR conducted operations at the CECO faclhty only
between January 31, 1972 and December 31, 1973, a period just short of two years.>® None of
NCR’s operations at the CECO Site involved radium.

» Agreement of Sale dated December 30, 1971, by and between ECI and EDO Corporation Exhibit R.
30
Id.

3 Exhibit O, p. 2.

2 Agreement of Sale dated September 7, 1972, as amended October 2, 1972, by and between NCR and
Aerosonic Corporation, Exhibit S.

» See, Exhibit M, Item 4.

" Exhibit T.

3 Affidavit of Kirk Hamersky, dated October 23, 1996 attached to the motion for summary judgment filed in-

McClure v. NCR Corporation Sedgwick County District Court Case No. 96 C 700, Exhibit U.
16
Id
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On July 21, 1976, the NCR Board of Directors approved the sale of all of the ECI stock
to E-Systems, Inc., a Delaware corporation, for $19 million.” When ECI was sold to E-Systems,
the liability followed the sale of that stock.’® As noted above, NCR’s sale of stock to E-Systems
is consistent with continued ownership of stock in ECI and inconsistent with any NCR/ECI
merger.

Throughout NCR’s ownership of ECI’s stock, ECI was a separate corporation, was never
merged into NCR, and was dealt with at arm’s-length

NCR cannot be liable for the activities of its independent subsidiary. ECI and NCR were
separate corporations with distinct corporate identities. There were manufacturing operations at
the CECO Site for some years before NCR first acquired its stock in ECI. When NCR acquired
ECI stock in 1968, and until the 1971 reorganization, ECI had minority stockholders.
Accordingly, NCR had a fiduciary obligation to the minority stockholders to respect the separate
corporate status of ECI, and it did so. Moreover, the Standard Precision Division was not
merged into NCR in 1972 and ECI was never merged with NCR. Instead, only assets were
acquired and NCR did not continue the business of the Standard Precision Division but made a
fundamental shift in the manufacturing operations at the site. In 1976, NCR sold all of its ECI
stock to E-Systems; it could not have sold that stock if ECI and NCR had merged in the
meantime. At all times, ECI was a separate corporate entity from NCR. The liability associated
with any releases stayed with ECI because NCR, as a shareholder, has no liability for the acts of
its separate corporate subsidiary.

NCR has never owned the CECO Site. Because NCR was never the owner or operator at
the CECO Site when radium manufacturing and storage were taking place, NCR has no liability
for any radium contamination at the site.

Raytheon’s acquisition E-Systems and of ECI

NCR has previously suggested that KDHE contact Raytheon, the current owner of E-
Systems, about this site and KDHE has done so. Raytheon’s responses to KDHE inquiries fail to
adequately address Raytheon’s liability at the site.

¥ July 21, 1976 Minutes of Meeting of Board of Directors of NCR, Exhibit V.
- Agreement dated as of July 30, 1976 between NCR and E-Systems, Inc., Exhibit W.
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In letters to KDHE dated October 8, 1998* and July 31, 2002*° Molly Brown argues that
NCR has incurred some sort of indirect liability by virtue of a “product line” theory. She cites
no cases in support of her theory and it is not applicable for several reasons, including the fact
that NCR did not continue to produce the same products or use the same name, and ECI was not
dissolved.

Ms. Brown goes on to point out that E-Systems did not purchase the stock in ECI until
1976 and therefore had nothing to do with the facility during its operation. Raytheon’s argument
misses the point. The liability for releases of radium materials and the solvents associated with
those materials was created by the direct activities of Standard Precision, a division of ECI.
Thus, ECI is the entity that has all of the liability. That liability follows ECI wherever it goes.
E-Systems acquired ECI’s stock and then Raytheon acquired E-Systems® stock.’! The liability,
including the environmental liability, followed ECI; liabilities did not follow the asset dividend
to NCR. Note also that none of Ms. Brown’s letters address whether ECI was merged into E-
Systems or whether E-Systems and/or ECI ever merged into Raytheon.

Summary and Conclusion

This discussion, the referenced facts and the documents support the following factual and
legal conclusions:

v ECI or its successors is responsible for any radium contamination on the
site.

v Sometime between July of 1967 and late 1968, ECI ceased its aircraft
instrument refurbishing business.

In 1967 and again in 1969, the facility was thoroughly cleaned.

All radiological releases occurred almost exclusively before NCR acquired
any ECI stock in 1968.

v NCR never owned the CECO facility.

AN

v NCR was not a tenant at the CECO facility until 1972.
v NCR’s activities at the site were limited to a two-year period and involved
computer manufacturing, nof radium manufacturing.
» Exhibit X.
o Exhibit Y.

" Letter from Molly Brown to John Monroe dated August 28, 1998, Exhnbn Z
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v There is no evidence that NCR ever caused any releases of radium.
Without such evidence NCR’s share of liability for costs of the
investigation and any remediation at this site is limited only to any
possible non-radiological releases while it operated the facility in 1972
and 1973.

v The record is devoid of proof of any releases of any contaminants during
the 1972-1973 time period.

v Even CERCLA does not allow the government to impose liability on a
parent corporation for the acts of its separate corporate subsidiary.

v "Limited liability is the rule, not the exception”

v NCR owned stock in ECI from 1968 until 1976, but ECI was always a
separate corporate entity; NCR was a mere stockholder and nothing more.

4 There is nothing in the reorganization of ECI and payment of the asset
dividend to NCR that transferred any liability from ECI to NCR. Instead,
all of old ECI’s liabilities flowed directly into ECI Merger Corporation
and were retained there. Those liabilities were then transferred to E-
Systems, which Raytheon eventually acquired.

v ECI and NCR sold ECI's product lines in 1971 and 1972 and changed the
name and operations of the facility.

v Raytheon has failed to demonstrate that it should not be held liable for the
radiological contamination at the site.

NCR has cooperated with KDHE and has incurred substantial expense to conduct an
investigation and provide KDHE with an extensive written report regarding conditions at the site.
NCR’s past contribution is, at a minimum, consistent with and in proportion to its activities at the
site. Accordingly, we respectfully suggest that KDHE seek future costs from others.

We look forward to discussing these matters and any others that KDHE wishes to address
when we meet on Thursday. Meanwhile, if you have any questions, please don’t hesitate to call
me. :

Very truly yours,

SIEKFIN LLP

DMT/pb
Enclosures
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PROSPECTUS

The National Cash Register Company
468,529 Shares of Common Stock
($5.00 par value)

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY 18 A CRIMINAL OFFENSE.

THE EXCHANGE OFFER

The National Cash Register Company (“NCR™) bereby offers to exchange shares of its Com-
mon Stock for shares of common stock of Klectronic Communications, Inc. (“ECI™) at the rate of
one share of Common Stock of NCR for sach two shares of common stock of ECL, subject to the
terms and conditions more fully set forth herein under “Exchange Offer to Holders of Common
Stock of Klectronic Communications, Inc.”

The Exchange Offer to the holders of common stock of ECI will expire at 3:30 P. M., New
York local time on September 3, 1968, but it may be extended for not more than 30 days as
herein provided.

NCR is informed that certain stockholders of ECI may exchange shares of ECI common stock
for shares of NCR's Common Stock, and thereafter such stockholders or persons purchasing from
them may offer and sell shares of NCR's Common Stock through transactions on the New York
8tock Exchange or otherwise, at mariet prices prevailing st the tims of sale or at negotiated prices
and without payment of any underwriting discounts or commissions, except usual and customary
distributor’s or salesman’s commissions paid to brokers or dealers. Such stockholders or other
persons may be deemed to be “underwriters” within the meaning of the Securities Act of 1938,

EXCHANGE AGENT FORWARDING AGENT
Registrar and Transfer Company First National City Bank
el 15 Exchange Place Corporate Trust Department
Jersey City, New Jersey 07302 55 Wall Street

New York, New York 10015
The date of this Prospectus is August 2, 1968. )
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No desler, salesmen or any other person has been auihorised to give any information or to mabhe
representations, other than those contsined in this Prospectus, in connection with the offer contained in
Prospectus and, if given or mads, such other information er represensations must not be relied npon o
bosn autherised by NCR. ihis Precpecins doos not comstiiute en offer by NCR o sell securities
stase Lo any person to whom It ls unlawful for NCR 10 make such offer in such siate.

Neither the delivery of this Prospectus nor any sels made herounder shall, under any circumstances,
an implication that there has been no change in the afoirs of NCR or ECI since the date horoof.

Uniil September 12, 1968 all donlers effocting transactions in the regissred securities, whether or net
participating in this Exchange Offor, may bo roguired to deliver a Prospecins. This Us in addision to the
obligation of deslers to deliver a Prospectns when ecting e wnderwriters or othorwise in connection with
the Exchange Off or and with respect to thely unsold ellotments or sbecriptions.

H
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REGISTRATION STATEMENT

- The information contained herein under the headings “History and Business of ECI”,
“Description of Common Stock of ECI” and “Management of ECI” and the financial data with
respect to ECI included in the “ECI Statements of Income” and its financial statements constitut-
ing a part hereof were furnished to NCR by ECI for inclusion in this Prospectus.

NCR has filed with the Becurities and Exchange Commission, Washington, D. C., a registra-
tion statement (herein togethier with all amendments thereto, sometimes referred to as the Regls-
tration Statement) under the Securities Act of 1933, as amended, with respect to the shares
of Common Stock covered by this Prospectus. For further information with respect to NCR
and the Common Stock, reference is made to the Registration Statement, including the exhibits
and financial statements which are a part thereof. A copy of the Registration Statement may be
obtained from the Commirsion’s principal office in Washington, D. C. upon payment of the foe
prescribed by the Commission’s Rules of Practice, or examined there without charge.
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t) EXCHANGE OFFER' )
TO HOLDERS OF COMMON STOCK OF

ELECTRONIC OOMMUNIOATIONS, INO.

The Exchange Offer

Not exceeding 468,529 shares of Common Stock of the pas value of $S each of NCR covered by
this Prospectus are being offered to the holders of common stock, par value $1 per share, of ECI in
exchange for their shares of common stock of ECI, at the rate of one share of Common Stock of NCR
for each two shares of common stock of ECI. Upon the “Closing Date" of this ofer, or as promptly
as practicable thereafter, and subject to the satisfaction of the conditions referred to below, NCR
will issue and deliver to Registrar and Transfer Company of Jersey City, New Jersey, as Exchange
Agent, for distribution to the stockholders of ECI who have acrepted the offer one share of Common Stock
of NCR for each two shares of common stock of ECI deposited in acceptance of the offer. The Agreement,
dated as of May 20, 1968, between NCR and ECI, setting forth the terms and conditions of the
Exchange Offer, is filed as an exhibit to the Registration Statement of which this Prospectus is a part
and is incorporated herein in its entirety by this reference.

The exchange ratio was determined by negotiation between the management of NCR and the
management and the Board of Directors of ECI after consideration of various relevant factors, induding
the possible advantages which are expected to accrue from a joining of the two companies and the
acceptability of the Exchange Offer to the holders of common rtock of ECI.

Approval of Exchange Offer

NCR has been advised that the Board of Directors of ECI has unanimously approved the Exchange
Offer and has recommended that the holders of common stock of ECI accept it. NCR has also been
advised that on June 24, 1968 directors and officers of ECI and members of their families owned
a total of approximately 111,000 shares of common stock of ECI (approximately 12.5% of the amount
outstanding) and that they have indicated that they intend to accept the Exchange Offer. In addition,
NCR has been further advised that on that date trusts established for the benefit of members of the William
H. Donner family owned 207,176 shares of common stock of ECI (approximately 23.3% of the amount
outstanding). Mr. Duncan Miller, a director of ECI, is president of The Donner Corporation which
advises with respect to the investments of certain Doaner family trusts, and Mr. Miller bas advised NCR
that The Donner Corporation will recommend that such trusts accept the Exchange Offer.

Acceptance of Offer

The holders of common stock of ECI may accept this offer on or before its “Expiration Date”
by depositing their certificates represumng shares of such common stock, aeeompanwd by a properly
executed Acceptance of Exchange Offer, in the form accompanying this Prospectus, with

Registrar and Transfer Company

15 Exchange Place
Jersey City, New Jersey 07302

D N .. . - . N e e e e e -....1.-....'57»1:\,%\‘:]'.3?4‘?:%
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The certificates i..)-lld not be endorsed. The form of Aécepta(lu): of Exchange Offer must be filled ‘n,
manually signed in accordance with the instructions contained on the back of the form, and accompanied
by supporting papers where required. Any defect in the completion of the form of Acceptance of
Exchange Offer may be waived by NCR at its option. For the convenience of ECI stockholders who
so desire, the stock certificates and acceptance forms may also be sent, for forwarding to the Exchange
Agent. to the following Forwarding Agent:

First National City Bank

Corporate Trust Department
55 Wall Street

New York, New York 10015

Additional copies oi the form of Acceptance of Exchange Offer and of this Prospectus may be
obtained upon request to either the Exchange Agent or the Forwarding Agent or to

The National Cash Register Company Electronic Communications, Inc.

Main and K Streets 1501 72nd Street North

Dayton, Ohio 45409 or St. Petersburg, Florida 33733
Attention of the Secretary Attention of the Secretary

NCR will accept telegraphic tenders received at the office of the Exchange Agent on or before
the Expiration Date. provided that such telegraphic tenders are signed by a bank or trust company
having an office or correspondent in New York, N. Y. or by a firm or corporation which is a member
of the New York Stock Exchange or the American Stock Exchange Clearing Corporation, and state
the number of shares of common stock of ECI tendered for exchange, the names of the registered
holders thereof, aud also state that such stock certificates, together with the duly executed Acceptance
of Exchange Offer, have been deposited in the United States mail, addressed to the Exchange Agent,
on or before the Expiration Date. Telegraphic tenders will be deemed a deposit with the Exchange Agent.

The deposit of shares of common stock of ECI with the Exchange Agens will be irrevocable but if, on
the Expiration Date, less than 80% of the shares of common stock of ECI issued and outstanding on such
date have been deposited with the Exchange Agent, then the Exchange Offer will terminate, and all stock
certificates and related documents which have been deposited with the Exchange Agent will be returned
to the depositing stockholders, without expense to them, as promptly as practicable. Reference is also
made to “Conditions of the Exchange Offer” and *“Tax Ruling” below.

No charge will be made to exchanging stockholders for any transfer taxes, if any, or for fees or
expenses of the Exchange Agent or the Forwarding Agent in connection with the exchange. All such
charges will be borne by NCR.

Expiration Date _ '

This offer will expire at 3:30 P.M. New York local time on September 3, 1968 but it may be extended
by NCR from time to time but not beyond :October 3 by written notice of extension delivered to the
Exchange Agent. Notice of any such extension will be publicly announced. Such date, or such extended

date, is called the “Expiration Date".

‘Notwithstanding the expiration of the Exchange Offer, NCR reserves the right, if the Exchange
Offer is consummated, to effect, after the Expiration Date, exchanges of common stock of ECI for Com-

4

L e v gt e -
-‘


file:///ccepnnce
file:///gent
file:///gent

. )
mon Stock of NCL ‘apon substantially similar terms as those of the Exchange Offer, provided that no
such exchanges will be made which might have the effect of altering the tax consequences of the
transaction to the stockholders of ECI who have accepted the Exchange Offer; however, there is no
assurance that any such exchanges will be made,

Closing Date

The Closing Date of this offer shall be the tenth day next succeeding the Expiration Date, excluding
Saturdays, Sundays and legal holidays, or as soon thereafter as practicabie.

ECI Dividend

On July 31, 1968 the Board of Directors of ECI declared the regular quarterly dividend of S ceats
a share on the common stock of ECI payable October 15, 1968 to holders of record at «he close of
business on September 12, 1968. Stockholders of ECI who accept the Exchange Offer and deposit
their shares with the Exchange Agent will be entitled to this dividend whether or not the Exchange
Offer is consummated,

Fractional Interests

No fractional shares will be issued to the ECI stockholders under the terms of the Exchange Offer.
Provision has been made in the form of Acceptance of Exchange Offer to permit a stockholder of ECI
who is entitled to a fractional interest in a share of Common Stock of NCR on the Closing Date to instruct
the Exchange Agent as agent for such stockholder to sell such fractional interest or to purchase an
additional fractional interest sufficient to make up one full share of Comuion Stock of NCR. Instructions
to purchase will be matched off against fractional interests to be sold. As promptly as practicable after
the Closing Date the Exchange Agent in its discretion will effect the purchase or saie, as the case may be,
on the New York Stock Exchange or otherwise, of full shares representing excess fractional interests.
All purchases and sales will be adjusted on the basis of the average market prices at which the trans-
actions are effected by the Exchange Agent in the settlement of fractional interests. The Exchange Agent
will remit by check to holders of fractional interests who elect to sell and will bill purchasers who elect to
purchase additional fractional interests. If payment for the fractional interest purchased is not received
within 30 days after the date of billing, the full share acquired will be sold. Stock transfer taxes and
service and brokerage charges on the purchase or sale of fractional interests will be apportioned among the
stockholders of ECI involved, as payment of such charges by NCR might adversely affect the tax-free
status of the Exchange Offer.

Conditions of the Exchange Offer

The consummation of the Exchange Offer on the Closing Date is subject to the satisfaction of the
conditions set forth in the Agreement, dated as of May 20, 1968, between NCR and ECI which conditions
are designed to give NCR assurance as to the validity of the incorporation and good standing of ECI, its
capitalization, assets, liabilities and financial condition, the nature of its contractual obligations and
commitments, the absence of material adverse changes in its capitalization, assets, liabilities and financial
condition since the date of the last balance sheet of ECI included in this Prospectus, the title to its prop-
erties (such title being that ordinarily required by a purchaser of like property), the absence of materially
adverse litigation, and other matters of a similar nature. All of these conditions are provided for the
benefit of NCR and any or all of them may be waived by it, in whol= or in part.
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If, on the Closing Date, any of these conditions is not satisfied or waived by NCR, all stock certificates
and related documents which have been deposited with the Exchange Agent will be returned to the
depositing stockholders, without expense, as promptly as practicable.

Tax Ruling

The consummation of the Exchange Offer is also subject to the coudition that on or before the Closing
Date a ruling from the U. S. Internal Revenue Service to the effect that no gain or loss for Federal income
tax purposes will be recognized to any stockholder of ECI upon the exchange of his shares of ECI com-
mon stock for shares cf NCR Common Stock pursuant to the Exchange Offer shall have been received by
ECI. This condition may not be waived by NCR.

Solicitation of Exchanges

Solicitation of exchanges pursuant to the Exchange Offer will be made by mail. In addition,
officers and employees of NCR and of ECI may solicit exchanges personally or by telephone, telegraph
or mail, but they will not receive any fee or commission in connection therewith, NCR may engage
paid solicitors to solicit exchanges and will reimburse banks, brokers and dealers, nominees and other
custodians or fiduciaries for postage and reasonable clerical expenses in forwarding the Exchange
Offer to their customers or principals.

There are no underwriting arrangements in connection with the Exchange Offer. However, paid
solicitors who may be engaged to solicit exchanges may be deemed to be “underwriters” within the
meaning of Section 2([1) of the Securities Act of 1933 by reason of their services and NCR may
indemnify such persons against certain liabilities including liabilities under that Act.

Effects of Failure to Exchange

The common stock of ECI is listed on the American Stock Exchange. Upon consummation of
the Exchange Offer, there is a possibility that ECI shares may be delisted under the distribution
requirements of such Exchange. _

In addition, if the number of holders of record of the common stock of ECI is reduced to less than
300 persons, the registration of such stock under the Securities Exchange Act of 1934 may be
terminated and thereafter ECI will not be subject to the reporting requirements of that Act so
that financial and other information required to be furnished under that Act may not be available
to the minority holders of stock of ECI.

ECI Stock Options

At May 31, 1968 ECI had outstanding options to purchase an aggregate of 34,548 shares of
its common stock held by 13 officers and employees. The options are exercisable prior to expiration
at prices ranging from $8.99 to $24.69 per share. If the Exchange Offer is consummated, NCR'
will issue to the holders thereof, upon cancellation of such options, substituted stock options to
purchase shares of Common Stock of NCR. These substituted stock options will entitle the holders
to purchase one share of Common Stock of NCR for each two shares of common stock of ECI covered
by the cancelled options at an option price equivalent to the aggregate option price for two shares of
common stock of ECI under the cancelled options..




.ok

There is no ¢ Vit affiliation between the two companies. '..) director or officer or any associate
thereof of NCR owns benedicially any common stock of ECI. NCR is advised that one director of ECI
owns bensficially 100 shares of Common Stock of NCR and that the children of one other director of
ECI own an aggregate of 100 shares of Common Stock of NCR.

Certain stockholders of NCR are offering 10,016 shares of NCR Common Stock by a prospectus
of even date herewith consisting of this prospectus and an additional cover page. Sales of such shares will
be effected on the New York Stock Exchange through brokers or dealers. The commissions or discounts
to be paid by said Selling Stockholders to brokers or dealers in respect of such sales will not exceed the
usual and customary distributors’ or sales’ commiissions or discounts. Such commissions and discoants are
not considered to be underwriters’ compensation.

COMPARATIVE PRICE RANGES OF NCR AND ECI COMMON STOCKS

The following table indicates the high and low sales prices, on a quartesly basis, of the Common Stock
of NCR on the New York Stock Exchange from January 1, 1966 to July 30, 1968 and of the
common stock of ECI for the same period on the American Stock Exchange. Such prices have not
been adjusted to reflect a 10% stock dividend paid in December 1966 by ECI.

NCR Common Stock ECI Common Stock

Quarter High  low  _High  Low
1966 st ...ouvvvrvnrnrnneneiniennenniniane, 865 76 7% UK
20d i 91% 7% 8% 17
3 e 8s 65% 2% 134
dth ..o 2% - 59 17%  12%
1967 18t ... oennieniiieitiiieraai e, 96 7% 21% 15
2 102y 85% 7y  18%
O 115% 95% 2y 2%
Gth ... 136% 108y Ry 2
1968 18t ...oovnveniianeieiieeeeeeeniae, 133 9914 “y  7¥%
20d i e 14% 8% 71 42
3rd (through July 30, 1968) .............. 143% 123 67 56

On July 30, 1968 the closing price of the Common Stock of NCR on the New York Stock
Exchange was $124.25 and on the same date the closing price of common stock of ECI on the American
Stock Exchange was $38.50. -

On March 29, 1968, the trading day immediately preceding the announcement that NCR and ECI
had reached agreement in principle with respect to the Exchange Offer and on the ratio of exchange for
their common stocks, the closing prices for NCR's Common Stock and ECI’s common stock were $115
and $44, respectively. On April 2, 1968, the first full trading day after the announcement, the closing
prices were $125.25 for NCR and $51.875 for ECI.

7



file:///A3yi

) () ‘
CAPITALIZATION
The following table shows the actual capitalization of NCR and its subsidiaries and ECI as at
March 31, 1968 and as adjusted as at that date pro forma to reflect the consummation of the Exchange
Offer made pursuant to this Prospectus, upon the assumptions that all of the outstanding preferred stock
of ECI had been converted into common stock of ECI and that the holders of 100% of the then outstanding

shares of common stock of ECI accept the Exchange Offer. NCR £t 200 Forma
S e et $9L0182 § M2 § 91178024
o € vttt rrrerrrrrurrr i br e e renasreerrranetrariaats R
Currempn’;lt"allmenu, long-term debt ...covvvveerniniinriocnenrores 3,002,4 225,405 11
Total $BOrt-term debt «vv.vvvvenrererrmennnnnriereesrserneerss §94100768 § 305247
o Siabing fund notes due March 1, 1980 $ 7280000 $ 7234000
I notes BFCR B, IPW ,ooceveveencconcvrsnonee
375% Sinking fund notes due March I, V977 e, 6,875,000 6,875,000
4.75% Sinking fund debentures due June L1985 ..ooveeeiiiienennns m.Mil; 36,385,000
4375 Sinking fund debentures due April 1, 1987 .................. 47,000,000(2 47,000,000
560% Sinking fund debentures due June 15, 1991 ... 00 o 011111 000 60,000,000
425% Subor convertible debentures due April 15,1992 . 88,259,100 88,259,100
5.25% Swiss franc bonds due 1978-1982 ..........covvnnnenns eee 11,574,000 11,574,000
Real estate mortgage due 1969-1989 ...............cooiiiiiiianien, 2.443,694(3) 2443654
Mor ‘n?ue obligations and other long-term debt of ioreign subsidiaries
DraCBes ... . iiiiiiiiiiieciiieerteeonranenassennresinans 733713 739713
6% Subordinated convertible debentures due 1971 ................... $ 1,425,000 1,425,000
5.25% and 6.50% First mortgage rotes due 1969-1970 ................ 101,772 lOIJ?Z
Ninety-day notes renewable to 1970, payable under revolving credit :
AGTCEMEN oeeevennnneuncnssrarnestansanansnnsansosasanceronnans 3000000 3,000,000
Total long-term debt ..........covieiiiiiiiirnrencnrenecenss 267,158,507 4,526,772 271,688,279

Stockholder ity
NCR Prefened cock (
Authorized—2,000 shares, none
ECI Prderred stock (Slo‘h!.‘nr). 6% cumnhﬂve. convertible

lssued— m ......................................... 197,960(4)

NCR ' oofooo sgltu(S)

swed—& ...................................... X
ECI Common stock (Sl Par) (6)
Authorized—2.000

3
5

Capital s in treasury) coc.cveeriniriarecieonencnoses . - 7&{2 . »
BUTPMIS ..o oouieenecircnaetosaeeecaaranceorarrcnascnnsnrns 46,894,3 526231
Retained AININES .....c.cvoveveeervacnnrosioenninnes sonsasannnren 203626128 109, 209,735 817
395,181,903 14,221,983 409%
Less: Treasury stock &t COBt ........eceuenvnvrenensocncncanaee 158,686
Total stockholders’ equity .........coocuvereaceraiecairerocienaens 395,181,903 14 409,245,200
Total long-term debt and uocklnldan’ CQUILY ...vvrvrriirreioreiiiiens $662,340.410 !lmg &m!o
i Does not include 15 pnlamountpurchud(ormmt.
Do:s not include lpal amount wrclmed for m:runent
Does not include 36 reserve deposited with m:fue
(4 On May 20. 1968 Jl of the outstanding sha re!erred stock of ECI were called for redemption on

uly 31,

(S) udes IZS 491 shares reserved for issue upon exercise of outstanding stock o&dom (includin b& 17714 shares
oroptlau orECloamswckwh:d:mexpedudwbemmomor in connection
with the exchange offer), 199919 shares available for stock options which may be subsequently granted and
832,591 shares to accomodate conversions of the 425% Subordinated convertible debentures due April 15, 1992,

©) No rovision has been made for the 11,945 shares of ECI common stock reserved for issuc upon conversion of

: ubordinated convertible debentures due November 30, 1971.

NCR and its subsidiaries have obligations under leases on real property, principallv for sales and
service offices. During the twelve months ended December 31, 1967 NCR and its subsidiaries paid
approximately $12,574,000 in rents under leases of varying duration. See “Foreign Business” under
“History and Business of NCR"” for information with respect to proposed issues of additional securities
by NCR and a foreign subsidiary. .
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) NCR AND SUBSIDIARY COhrANIES
CONSOLIDATED STATCMENT OF INCOME
The fullowing statement, except for the earnings of the Japanese sulsidiary reported on by other
independent accountants, *1s been examined by Price Waterhouse & Co., independent accountants, whose
opinion thereon appears elsewhere in this Prospectus. As explained in Note 1 to the financial statements,
effective with the year 1967, the financial statements have been prepared on a fully consolidated basis.
Previous years’ results in this statement have been restated tn reflet NCR’s worldwide operations.
The statement should be read in conjunction with the other financial statements and notes thereto included

elsewhere in this Prospectus. (000 omitied) Yasr ended December 31,
A2 e 1S e e
lm'{y: ! 73916  $519,19 025 558932
B B Y
Sepiee ncon and cadpmint vevaid 1111111 il Wom ‘w  ton e
10 679033 752056 885506 974426
Cw?: o oducts and services sold—(Note A 323315 36282 395707 473217 537085
t t Note A) ........
Selling, ‘reneral and sdministemtice L oxe A) cooenen 2205 25074 612 332273 M6LR
INtErEst ... ovnerrirernenneraonennrossnctoncnsnnsnns 8387 8,864 10,043 13241 18835
Minority interest in net earnings of foreign subsidiaries 1,935 2034 1833 1913 _ 2584
$56.593 624467 693785 8200644 904606
Income before income taxes ...........coceiiinnnininnnne. 48,617 54,566 58,321 64,862 62520
N v noo 1 1000 10600 1
’ te L 7
FOBEN ~onee oo S e im0 2w _zé
26,200 28,400 B0 32,600 7]
Net income for the year—(Note B) .........ceeevnnnunns $2417 $26i66 $ B4 [E ) —mg
Per {_hn of common stock—{(Note C): 2% 13 $1.35 e 138
NCE ICOML ..ovvcvvrerrsnscrrosscseosossrsvsoconcacee .
Cash dividends deciared ...o.oovremrmrneeoeneres 114 114 1.16 120 120

Pro forma net income per share, based on assumption of
conversion of all outstanding convertible securities and
exercise of all outstanding stock options ................ 374
Nore A—Under NCR’s system of accounting and due to the pature of NCR's business, a breakdown of cost of
products and services sold applicable to net sales, service income and equipment rentals is pot practicable.
Nors B~—See Note 1 to financial statements, .
Nors C—Based on average number of shares outstanding during each year, adjusted for §% stock dividend in 1965.
* . . * *

The unaudited consolidated net sales, service income and equipment rentals; net income and net
. income per share were $483.444,625, $12941,279, and $1.45, respectively, for the six months ended
June 30, 1968, and $440,702,578, $12,538,353, and $1.41, respectively, for the six months ended June 30,
1967. The results for 1968 give effect to the recently enacted Federal income tax surcharge.

With the release of the Century Series Electronic Data Processing System in March 1968, NCR
intends to defer expenses relating to the compensation of certain selling and ‘installation personnel since
such expenses relate to future income. In the first six months of 1968 payments for such expenses
amounting to $1,039,000 after taxes have been deferred and will be charged to income over the initial
term of the rental contracts which are firm non-cancellatle contracts for cither one, three or five years or
at the time of installation in the case of a purchase contract.

In the opinion of NCR’s management all adjustments, consisting only of normal recurring accruals,
considered necessary for a fair presentation of the results of such six month periods have been included.

* Results of operations for the six months ended June 30, 1968 are not necessarily indicative of results to be
expected for the full calendar year.
9
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ECI STATEMENTS OF nsuzm:

The following statements of incorue of ECI for the five years ended September 30, 1967, have been examined by
Arthur Andersen & Co., independent public accountants, as set forth in their report included elsewhere berein
The statements of income for the three-month periods ended December 31, 1966 and 1967, which were not mlmned
by independent public accountants, reflect, in the opinion of ECI, all known adjustments (which include only normal
recurring accruals) necessary to a fair presentation of the results of operations for such periods. These statements

-------------------------

Income before income taxes .............
Prln)vision for Federal income taxes (Note
Income before extraordinary items .......
F items, net of applicable in-
come taxes (Note 2) ......coecivenene
Netincome (Note 2) ..ccvvvnvrncrcnssns
Income before extraordimary items apphl-
eable to common stock ...ccccncceenens
Net income applicable to common stock ..
Per share of common stock: *

Based on averasge number of shares out-
standing and adjusted for 10% com-
mon stock dividend in December, 1966—

Income before extraordinary items
Extraordinary items, net of appli-

?
f
R.
|
E
8
:

---------------------------------

Cash dividends per share of common stock
jﬁuuﬂ for 10% common stock divi-
in Detember, 1966

.............

Year eaded Soptember 30,

should be read in conjunction with the financial statements and notes thereto included elsewhere herein.

Thivs months
saded December 1, -

196 1964 1963 1966 1961 gUn'-“a‘ug gu-umhq
$18,104,468 $26818,136 $22261,716 $37,080,154 $49, 388335 $13,07 |
126990 105366 164919 145480 167220 ' 55,4'47:;‘ ¢ "’3,‘32

18231458 26923502 22426635 37225634 49,555,605 13,130.2% 12589785

14584718 22826907 18454971 32022719 42899894 11421360 10642648
2W7,172 2786241 2660885 2954509 3965497  1,1122%7 993,663
233,788 361,238 TN 440,534 499062 132,081 104 951
2,005 617%

17437683 26036113 21460626 35417762 47,364,453 12665698 11,741,262
793,775 887,389 966,009 1807872 2,191,152 464,561 848,523
380,000 410,000 465,000 750,000 965,000 200,000 390,000
413775 477389 $01,009 1057872 1,226,152 264,561 458,523
(106,719) 60,000 927,500

$ XV05 § SI7389 § 1428009 § 1057872 $ 1226152 $ 264561 § 458523

$ 390986 § 4549681 § 4NA71 $ 1039172 $ 1208859 $ 259949 § 455368
284,267 514981  1,406471 1,039,172 1,208,859 250,949 455368

47 36 62 1.29 1.4 32 55

13) 07 119
M 63 181 129 147 32 58
139 52
05 J8 18 18 20 0S 08
—————— -
10 (notes appear on following page)
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NOTES TO STATEMENTS OF INCOME OF ECI

(1) The investment tax credit has been applied as a reduction of the provision for Federal income taxes in the amounts
- - M of
$13,300. §12,100, £9,300, $65.000, $25,500, $4,500 and $6,100 for the years 1963, §964, 1965. 1966, 1967 and for the three-month periods
ended December 31, 1966 and December 31, 1967, respectively, ' il for e Gree

(2) The statements of income reflect the jollowing extraordinary items :

a. Tn 1963, & charge of $106719 for the loss on sale of net assets and liqeidation of & whally-wned subs
applicable income tax of $109,000) ; " y-owned subsidiary (et of

o...:i;..,,ﬂif;::zd‘n;g gmr Federal :mtome taxes that were eliminated by reason of the carry forward of a prior year's
¢ In 1965, a net credit of $927,000 for :
(i) The elimination of deferred Federal income taxes of $920,000 resulting from the utilization of 3 former subsidiary’s
operating loss; . : )
(ii) A charge of $58,000 for the loss on sale of investment in preferred stock (aet of applicablc income tax of $19,500) ;

(iii) A credit of $55,000 for Feders) income taxes that were eliminated by reason of the carry forward of a prior year's
operating loss of a former subsidiary company. )

To comply with new reposting requirements effective for fiscal periods beginning after December 31, 1966, oet income for
1963 and 1965 has been restated to include extraordinary items which were previously described and reported as special items
aller net income. In addition, credits resulting from the carry forward of prior years' operating losses which were previously
aetted against provisions for Federal income taxes in 1964 and 1965 have been restated as extraordinary items.

(1) The pro forma per share amounts were computed using the following assumptions :

a. The conversion of the outstanding 6% cumulative convertible preferred shares using the conversion ratio in effect at
Decanber 31, 1967, reflecting the shares issuable on conversion and eliminating the preferred dividend requirements;

b. The conversion of the outstanding subordinated convertible debentures using the conversion ratio in effect at December 31,
1967, reflecting the shares issmable on conversion and diminating the interest requirements;

¢. The exercise of all outstanding stock options. assuming no effect from funds received as such efiect would not be material.

The unaudited net sales, net income and net inconie per share were $37.856,627, $1,475,616 and $1.73, respec-
tively, for the nine months ended June 30, 1968, and $39,323.913; $802.364 and $.96, respectively, for the nine months
ended June 30, 1967. The results for 1968 give effect to the recently enacted Federal income tax surcharge. In the
opinion of ECI, all known adjustments (which include only mormal recurring accruals) necessary for a fair
presentation of the results of operations for the nine month periods ended June 30, 1968 and 1967, have been made.

The increase in net income for the three months ended December 31, 1967, in comparison with the three months
‘ended December 31, 1966, and for the nine months ended June 30, 1968, in comparison with the nine months
ended June 30, 1967, despite the decrease in net sales, resulted principally from improved profit margins.

The results of operations for the three month period ended December 31, 1967 and the nine month period
ended June 30, 1968 are not necessarily indicative of the operating results for the entire fiscal year eading

September 30, 1968.
11
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i) NCR AND SUBSIDIARY COMPA/ \;S AND EC .

PRO FORMA COMBINED STATEMENT OF INCOME
(Net covered by accomntants’ opinions )

_ The following pro forma combined statement of income presents, on a “’pooling of interests” basis, the
U results of operations of NCR for the five years ended December 31, 1967 combined with those of ECI for
the five years ended September 30, 1967, after giving effect to certain reclassifications for comparability,
This statement should be read in conjunction with the other financial statements, including the notes
thereto, of NCR and ECI appanng elsewhere in this Prospectus.

Fiscal Years (000's omitted)
1963 1964 1965 1966 1967
Income:
Net sales ....coocevivnvenncinnenans $492,021 $546,014 $582,656 $691,108 $ 748320
Service income and equipment ventals . 118664 146,578 176455 217,280 256,523
Other income .........ccovevevenens 12,735 13,302 15,372 14,346 19,138
623420 705894 774483 92731 1023981
Costs and expenses :
Cost of products and services sold ..... 338007 385652 414,162 505,240 579955
¥ Selling, general and administrative .... 225,553 253,530 288871 335227 350,097
Interest ........c...... cereirecnnes 8,621 9,225 10388 13,681 19,334
Mmonty interest in net earnings of for-
eign subsidiaries .................. 1935 2,034 1833 1913 2,584
574,116 650441 715254 856061 ~ 9319570
Income before income taxes .............. 49,304 55,453 59,229 66,670 72,011
Income taxes: '
United States .........ocoevuevneens 11,380 11,650 10,580 11,350 11,268
Foreign ......cocivvirencnciinieass 15,200 17,100 17800 22,000 24,200
' 2870 2830 B30 35,463
Pro forma combined net income ........... $274 $2,/03 $3050 $3B30 § 3656
Pro forma combined net income per share of
common stock (Note) ................. $.60 $3.04 $3.36 $3.62 $393

Pro forma combined net income per share of
common stock as above and based on the
assumption of the coaversion of all out-
of all um‘e umgmdudmg
o
options for shares of ng
which are to become options forshamof
NCR Common Stod: on the basis of one
share of NCR Common Stock for each two
shares of ECI common stock) ........... . $3.20

Note: These figures are based on the average number of shares of NCR Common Stock outstanding during each
ymadjlmedfwlS%stockdmdendmlNS mMO&JMofNCRCmStockwhichwmhnbem
todz) the exchange been made on December 31 m(nsmmgeouverlmoldl the ECI convertible preferred
s

Preparation of the combined pro forma statement of income above and the pro forma combined
balance sheet on the following pages has been based on the assumptions that all of the preferred stock
of ECI will be converted to common stock prior to the exchange and that all of the common stock of
ECI will be exchanged for Common Stock of NCR. Accordingly, accounting on a “pooling of interests”
basis has been followed.

12
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COMPARATIVE DATA PER SHARE OF COMMON STOCK
INCOME AND DIVIDENDS

) 1963 1964 1965 1966 1967
b NCR .
Before combination
Net income .....ovevieenreernnnnnrnsrenns $270 $3.13 $3.35 $3.67 $398
d Pro forma, based on assumption of conversion
oi all outstanding convertible securities and
exercise of all outstanding stock options ..... ' 374
Cashdividends ............coovvivenennen. 1.14 1.14 1.16 1.20 1.20
Pro forma after combination :
Net income ..... eresvereeetsinenenses cieee 260 304 3.36 3.6 393
Based on assumption of conversion of all out- -
standing convertible securities and exercise of
all outstanding stock options .............. 370
ECI
Before combination
. Income before extraordinary items ........... 47 .56 62 129 147
Extraordinary items ............c..ounene.. (13) K74 1.19 —_— -
Net income .....cooovnvvmeeernnnnunneennen 34 63 181 1.29 147
Pro forma based on assumption of conversion of '
all outstanding convertible securities and exer-
cise of all outstanding stock options ........ 1.39
Cashdividends .........covivemrenernnnnnn. 05 18 18 18 20
Pro forma after combination
Net income (Note) .......ocovvviniinan... 1.30 1.52 1.68 1.81 196
Based on assumption of conversion of all out-
standing convertible securities and exercise of
all outstanding stock options (Note) ...... 185
k Cash dividends (Note) ..................... 57 57 58 60 50
BOOK VALUES December 31, 1967
Before After
Combination Combination
NCR
Per share of common stock ........ocoiineirnnenrnnnnnnas $43.90 Mz
Per share of common stock assuming conversion of all con-
vertible securities and exercise of all outstanding stock
options .............. feteesetieiiattianentsinntanns - 4920 43849
- ECI
Per share of common stock (Note) ........ccvveneieerenn. 15.71 21.64

Per share of common stock assuming conversion of all convert-
ible securities and exercise of all outstanding stock options
(NORE) .. ooviiiiiiiiiiieriieiiieiitsnrnanssenanens 16.67 2425

Nore—Each share of NCR Common Stock will be issued in exchange for two shares of ECI common stock. The
ECI per share net income, dividend and book value amounts after combmation therefore are one-half of the pro forma
NCR per share net income, dividend and book value amounts after combination. )
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i)

NCR AND SUBSIDIARY COMPANIES AND ECI

CONDENSED PRO FORMA COMBINED BALANCE SHEET

(mot covered by accountants’ opinioms)

The following pro forma combined balance sheet represents a combination on a “pooling of interests”
basis of the condensed balance sheets of NCR and ECI at December 31, 1967. This statement should be
read in conjunction with the financial statements, including the notes thereto, included elsewhere in this

Prospectus,
December 31, 1967
(000 omitted )
ASSETS NCR ECI s B G
Current assets
o R $ 26254 § 420 $ 26,674
Marketable securities, at cost (approxi- -
mate market) ......o.oevnneeennns 47,669 47,569
Accounts receivable ................ 253,117 8964 _ 262,081
Inventories .................. e 334784 885 3,640
Prepaid expenses .................. 10,992 486 11478
672,816 18,726 691,542
Property, plant and equipment, less accunmu-
lated depreciation .........ce00nvenene 330,773 6,278 337 051
Other assets ............ccvvvveecnnaes 6,555 537 - 7092
Total aSSets +vv.erevnneennnees $1010,144 25541 $1,035,685
14
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NCR AND SUBSIDIARY COMPANIES AND ECI

CONDENSED PRO FORMA COMBINED BALANCE SHEET

L\ (mot covered by accounisats’ opimions)
'
December 31, 1967
(000 omitted)
LIABILITIES AND
STOCKHOLDERS' EQUITY NR . EC s Proform
Current liabilities '
Notes payable and current installments
on long-term debt ................ $ 8798 $ X7 $ 88287
. | Accounts payable and accrued expenses 112,529 3677 116,206
Accrued income taxes . .............. 39,682 719 40,401
Dividends payable .................. 2,674 2,674
Customers’ deposits and service . .
DENtS o rorr it 70807 70,807
3672 4703 318,375
Longtermdebt .................ccoues 268,085 7247 275,332
Lease purchase obligation ............... 1,800 1,800
International operations and employees’ pen-
sion and indg;n-ni;y merv:‘p . m Pﬂ‘ . 24,421 ] 24,421
Minority interests ...............coc... 10,597 10,597
b Stockholders’ equity :
Preferred stock .........o0vueennnn. 210 (210)(a)
Commonstock ......coovvuvnnnnnnn. 44,598 852 36 (a) 46,818
1332 (b)
Capital surplus ............c0eo.0n. 146,113 7027 16 (=) 151,824
' (1332) (b)
Eammings retained for use in the business 200,858 5,660 206,518
Excess of cost over par—treasury stock (158) 158 (a)
. Total liabilities and stockholders’
¥ equity .......oooiieiiiae.. $1010,144 $25,541 $1,035,685

Pro forma entries:

(a) Conversion of the 21,035 shares of ECI 6% cumulative convertible preferred stock for 36,444
shares of ECI common stock (including 18,399 shares in treasury) on basis of 1.7325 shares
of common stock for each share of 6% cumulative convertible preferred stock.

(b) Issuance of 444,033 shares of NCR Common Stock in exchange for 888,066 shares of ECI
common stock on the basis of one share of NCR Common Stock for each two shares of ECI
common stock. See note on page 12,
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HISTORY AND BUSINESS OF NCR

NCR was incorporated under the name of Tue NationaL CasE Recister CoMPANY under the
laws of the State of Maryland on January 2, 1926, as successor to an Ohio corporation of the same
name organized in 1884, NCR's executive offices and principal plant are located in Dayton, Ohio.

NCR and its subsidiaries are engaged in the design, production, distribution and servicing of
business equipment and machines, including electronic data processing equipment, accounting machines,
cash registers, adding machines and microform equipment, together with supplies and related accessories
for use both with its machine products and for other uses.

The products of NCR are marketed and serviced in all states of the United States principally
through its own sales and service organizations and to a very minor extent through distributors and
dealers. Outside of the United States, NCR subsidiaries, branches and, in a few instances, agents
distribute and service NCR’s products in over 100 countries.

NCR and its subsidiaries employ approximately 84,000 people, of whom approximately 40,000 are
outside of the United States.

The net sales, service income and equipment rentals of NCR and its subsidiaries were divided among
the following categories during 1967:

Equipment
e 554%
Rentals .....cooviiimviviiiiineiiniiiennanenns 9.2
Service and Maintenance ............c.coviierenannn 202
Supplies and Miscellaneous Products ................ 152

Total outside the United States (included in the above) 449%

The terms of sale offered by NCR include outright sale, instaliment sales and non-full-payout
rental agreements. Installment sales, entered into principally for the sale of cash registers and adding
machines, provide for payment over varying periods of time up to a maximum of 36 months. NCR
offers its electronic data processing equipment, accounting machines, certain of its adding machines
and its line of microform equipment for rental, primarily on a “full service” basis, for initial periods
of one to five years.

During the past five years, an increasing portion of NCR's revenue has resulted from equipment
rentals and the sale of service, maintenance and supplies. The increase in equipment rentals (which is
expected to continue) and service revenues is largely attributable to NCR's rapidly growing participa-
tion in the field of electronic data processing. The increase in supply sales is largely due to the
growth in sales of carbonless copying paper (“NCR Paper”) and the continuing development of a
full line of business forms and supplies for use with NCR equipment.
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NCR’s accou(mn!g practice has been to capitalize the mzm!t.tzuring cost of rental equipment and
to depreciate the capitalized amounts over four to six years on the "sum-of-the-yursdigits" method.
All development, installation and marketing expenses related to such equipment are charged off as
incurred. Rental payments arc aken into income when received. Due to these accounting practices,
the amounts charged as costs and expenses with respect to rental equipment are disproportionally
higher in the early years than in the later years and, accordingly, the profit potential of rental contracts
is deforred. During the past five years, all other categories of NCR's products and services have been con-
sistently profitable. Witly the release of the Century Series Electronic Data Processing System, NCR intends
to defer expenses relating to the compensation of certain selling and installation personnel since such
expenses relate to future income. The deferred expenses will be charged to income over the initial
term of the contracts.

Principal Products

For many years, NCR has been the world’s largest manufacturer of cash registers and is one of
the leading manufacturers of electro-mechanical and electronic accounting machines. Over the past
five years, NCR has substantially expanded its design, manufacture and sale of a broad nnge of
electronic data processing equipment, culminating in the recent release for sale of its Century Series
Electronic Data Processing System. Italsomanufacuuuandsdlsalineofaddingudbookhqmg

substantial part of NCR’s marketing effort has been directed toward the sale or rental of (ully integrated
business systems, including electronic data prcessing systems, rather than toward the sale of individual
machines designed to mechanize single applications. Such “total systems” utilize NCR “original eutsy”
equipment, such as cash registers, accounting machines, and adding machines to record pertinent informa-
tion in a form suitable for subsequent processing on NCR's (or other manufacturers’) electronic data
processing equipment.

In March, 1968, NCR released for sale its Century Series line of electronic data processing equip-
ment which represented a further major step of NCR into the computer field. The Century Series
offers not only a broad line of central processing and memory equipment, but also a broad range of
peripheral equipment including discs, magnetic tape drives, punch card and paper tape readers and
punches, optical jourmal scanners, magnetic encoded document reader-sorters, together with a wide
range of controf devices for data communication. NCR also continues to market its Class 315 and Class
315 RMC (Rod Memory Computer) as well as its Series 500 electronic data processing systems.

NCR offers a wide range of cash registers and sales registers for the control and recording of a
wide variety of transactions primarily in the retail, wholesale and service industries. Increasing demands
for more information together with changing methods of retailing (such as self-service and the growth
of suburban shopping centers) have increased the demand for new types of cash registers, including
those which can create machine or computer readable information. In 1967, NCR introduced the
Class 5 cash register, a flexible line of registers, which includes features necessary for the comduct
of trade and the capture of pertinent information for subsequent processing.
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NCR connlm)s to manufacture and market its well established line of lower price¢ mechanical
and eclectro-mechanical accounting machines and during the past five years has also introduced
a complete line of electronic accounting machines offering substantially increased capacity. During
1967, NCR introduced its Class 400 electronic accounting machine offering an expanded number of totals
together with magnetic ledger capability and simplified programming through the use of interchangeable
punched tape loops. NCR also manufactures and markets accounting machine equipment specifically
designed for banking and other financial institutions such as “encoding” machines for the application

of MICR (Magnetic Ink Character Rerngnition) information on documents for subsequent computer
processing as part of a total system, “proof’ machines, and both “on-line real-time” and “off-line”

equnpment for teller windows, all of which may be integrated into a total bank system.

In the adding machine field, NCR offers a complete line of full keyboard equipment and a limited line
of 10-key machines. Many of the machines are sold or rented for control of a wide variety of original
entry applications but with the ability to create machine readable input for subsequent computerized
processing as part of a total integrated system.

NCR also provides software and other supporting services required to insure that the installed
products efficiently perform those functions for which they were designed. Such services not only include
the necessary machine instructions consisting of programs in a variety of computer languages, but also
schools and other educational services, manuals and libraric> of system procedures for many levels of
customer personnel.

To supplement NCR’s regular lines of equipment, NCR also markets certain products manufactured

for it by others to NCR's specifications. In addition, NCR sells used business equipment of its own

manufacture which is, in most instances, acquired upon trade-in from purchasers of new equipment from
NCR. .

Since 1961, NCR has established 2 number of Electronic Data Processing Centers and presently has
22 locations within the United States and an additional 47 centers internationally. These centers are
equipped with one or more of NCR's electronic data processing systems to provide service for many types
and sizes of businesses, primarily for those which require the information developed through a total system
but which cannot efficiently utilize a full computer system. Included in the foregoing is a network
of On-Line Data Processing Centers which provide immediate updating of records for savings banks
and savings and loan associations through data processing equipment in the center which is con-
nected by telephone lines directly to the teller machines in the customer’s place of business..

A wide variety of supply items are designed, manufactured and sold by NCR for use in or with its
machine products, including printed forms, paper rolls, ink ribbons, guest checks, ledger cards, files and
trays, and a complete range of supplies for its electronic data processing systems such as magnetic tape
and discs.

NCR has developed and markets a line of pressure sensitive coated papers which make duplicate
copies without the use of carbon paper and are sold under the trademark “NCR Paper”. This product was
first introduced in 1954 aud has steadily increased in volume of sales. Further developments in the field
of capsular research have resulted in a variety of micro-encapsulated products.

18




) )

During 1966, NCR entered a new field of microform systems, including the PCMI* systems which
it developed and microfiche and microcard systems which were developed by The Microcard Corporation
which NCR acquired i:: February, 1967, This field im olves not only the manufacture and sale of viewer
and photographic equipment, but also the conversion for customers of original documents to microform
chips or transparencies.

Domestic Distribution and Service

NCR maintains its own distribution and technical service organizations consisting of approximately
19,400 employees in 472 offices located throughout the United States. NCR provides extensive training
programs for its salesmen and technicians in product and technical service developments and in advanced
marketing techniques. To better meet consumer demands for incressingly sophisticated systems NCR's
marketing organization has been reorganized by type of market rather than by product line.

In the case of adding machines and one line of medium priced bookkeeping machines NCR supplements
its direct distribution by sales through a nation-wide network of 855 dealers and four distributors.

NCR's branch offices and sub-offices in the United States operate complete facilities for the service and
maintenance of its products. All of its technicians have been trained at NCR's regional technical schools.
As new products or modifications of existing products are introduced NCR initiates instruction programs to
enable its technicians to maintain and service the new equipment. It is the policy of NCR not to sell any
product under circumstances where it is not in a position to render competent service. More than two-
thirds of the service sales volume comes from service rendered under maintenance contracts for an annual
fixed charge.

NCR believes that the quality of its dnstnbut:on and service ofganization is a principal factor in
the successful conduct of its business.

Forelgn Business

The business of NCR outside the United States is done principally through subsidiaries and to 3
Iessu'extemmrough agents and branch offices of NCR, and is conducted in substantially the same manner
as in the United States. Since World War II NCR has made substantial investments cutside the United
States, chiefly by reinvesting local earnings. A license agreement exists between NCR, its British selling
subsidiary and Wiggins, Teape and Co. Ltd. (London) under which Wiggins, Teape may sell “NCR
Paper” non-exclusively throughout the world except in the United States and may manufacture it exclu-
sively in certain designated countries. NCR has licensed Mitsubishi Paper Mills, Ltd., and Jujo Paper
Manufacturing Company, Ltd., Tokyo, to manufacture *“NCR Paper” in Japan and to sell it non-exclu-
gively in Japan and, through NCR, elsewhere in the werld. Executive Order 11387 dated January 1, 1968,
and the regulations issued by the Secretary of Commerce in connection therewith, limit foreign investments
by United States companies and other United States persons, require the annual repatriation of a portion
of foreign earnings from affiliated foreign nationals and place a limitation on the amount of short-term
financial assets held abroad. The future effect of the Order and regulations on the overseas operations
of NCR cannot be determined at this time.

*Trademark.
19

e p i ke e ay N RS



Py N

<o T TR A

()

‘ .

The National ()Iash Register Company, Limited, one of NCR's United Kingdom subsidiaries, at the
date of this Prospectus was negotiating with investment bankers in London for the sale of a proposed
issue of long-term debt securities in the principal amount of approximately £12,000,000 (approximately
$28,800,000) to be sold in Europe and which would be guaranteed by NCR and would provide for the
issue of stock purchase warrants entitling the holders thereof to purchase over a period of years approxi-
mately 120,000 additional shares of NCR's Common Stock.

Employee Relations

Collective bargaining contracts with labor unions cover approximately 20,200 non-supervisory
employees in the United States and Canada, approximately 17,000 of whom at the Dayton and Washington
Court House, Ohio, plants are represented by the N.C.R. Empioyees’ Independent Union. Pending the
outcome of representation proceedings before the National Labor Relations Board, the three-year agree-

- ment with the Employees’ Independent Union which expired on August 31, 1967, has been extended on

an interim basis, Comprehensive employee benefit plans, including retirement pensions, disability benefits,
hospital and medical reimbursements, group accident and life insurance benefits and a suggestion plan
are in effect for employees in the United States. In addition NCR maintains in Dayton extensive recrea-
tional and educational programs for its employees and their families. NCR believes its employee
relations are satisfactory,

Research and Development

NCR carries out an extensive program of research and development devoted to mechanical, electro-
mechanical and electronic business equipment and, in recent years, considerable emphasis has been placed
upon the development of electronic data processing equipment. As a. result of this program NCR has -
continuously added new products and has extended the applications of existing products. Of significant
importance is NCR's work in the fields of physical and chemical research.

The research and development program is carried on principally by a staff of approximately 1,750
persons at the Dayton Plant and by a staff of approximately 800 persons at the Electronics Division in
Hawthorne, California. In addition there are small research and engineering facilities at Ithaca, New
York, Cambridge, Ohio and at a number of locations overseas. Total expenditures for product develop-
ment, engineering and research for the five years ended December 31, 1967 aggregated approximately
$129,000,000, and it is expected that about $35,000,000 will be expended for these purposes in 1968.

Pgtam and Trade-Marks
NCR has numerous United States and foreign patents and patent applications relating to its several

‘products and processes. These patents and applications, together with licenses under patents owned by

others, are considered by NCR to be adequate for the conduct of its business. NCR does not consider
that any single patent is of material importance in relation to the business as a whole. NCR does consider
the trade-marks “National”, “NCR" and the design (NJGJR], and several other trade-marks as applied to
its products to be assets of material importance, and it has registered and renewed- such trade-marks in the
United States and appropriate foreign countries.
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PROPERTY OF NCR

The manufacturing plants of NCR and its subsidiaries oocupy a total floor area of approxi-
mately 10,769,412 square feet, of which approximately 8,381,869 are owned and the balance held under
lease, as follows:

Location Owaed Leased Totad
Dayton, Ohio ............ccovevvnvennnen. 4,356,902 340,508 4,697,410
Dundee, Scotland ...........c.covvnennnnn, 145,554 1,077 890 1,223,444
Augsburg, Germany ...................... 632,041 48,345 680,386
Hawthorne, California ..................... 355,000 207,800 562,800
Berlin, Germany ............ N 541,174 541,174
Cambridge, Ohio ...........ccvvvnunnn.. 367,000 367,000
Ithaca, New York .........oovveeennrnnnns 329718 329718
Millsboro, Delaware ...................... 300,000 . 300,000
San Diego, California .......ccovvvvevvnree vevevess 292,000 292,000
Ois0, Japan .....covieviviiiriinnneennnns 216,800 ' 216,800
Toronto, Canada ..........cocvevvnveennnns 154,000 154,000
Massy, France .......cooveevvnnnnnnnnnnn. 136,200 136,200
Giessen, Germany ...........ccovevvunenss 112,180 112,190
Sao Paulo, Brazil ..........ccocvvvivinnnnn 92,300 ' 92,300
Bulach, Switzerdand ..............ccoiivenn 80,000 80,000
Puebla, Mexico ........cooveviivnnerrenen $0,000 50,000
West Salem, Wisconsin .................... 28,000 28,000
Buenos Aires, Argentina ................... 26,000 26,000
Y iing. ey (o) g plants and paper 5000 421,000 880,000
Total Floor Area ....... e ereterernaanaas 8,381,869 2,387,543 10769412(3)

hthn( plants are located st Arlington, Texas; Flilatn.

m'm"s’?" ' and u..X";‘:.‘?‘m?,'.“vm‘“ Oh".dmr mhbgm iomm fect wnder
mmmathﬂnm'l'emumhdm completed in 1968. An N;R
yhnt%mmmmfunmmuWmeh

Does not include 59 supply maosfacturing plants and paper slitting plants, containing an aggregate
of square feet, in 37 countries overseas,

3) A ZDM feet is under construction at P ‘Wisconsin,
and() ne' ykwr"‘l mmmmfeetumdemmn
SaanC;llmwuupecM beoompleudia 1968, .

The above-mentioned plants and the equipment therein are in good opcratmg condition and well
maintained.

NCR also owns 13 sales and service offices and leases approximately 459 such offices and sub-
offices in the United States. The Company and its subsidiaries own over 188 sales and service offices
and lease over 866 such offices and sub-offices in various foreign countries. NCR and its subsidiaties
also own or lease a variety of facilities pertinent to their operation, such as warehouses, garages, offices
and recreational facilities,
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Titles to ri. ):roperty lave not been examined for the pﬂ.. Jasa of this Prospectus but NCR does
not know of any material defects in title to any of its real property or that of its subsidiaries or of aay
material adverse claim of any right, title or interest therein, pending or contemplated. This statement
is made without regard to certain minor encumbrances such as lisns for current taxes, easements or
restrictions which do not materially detract from the value of such real property or its use in NCR's
or subsidiaries’ business,

HISTORY AND BUSINESS OF ECI

ECI was incorporated in New York in 1927, under the name Air Associates, Incorporated and on
October 1, 1940, merged into its then inactive wholly-owned subsidiary which had been incorporated
in New Jersey on May 27 of that year. The name Electronic Communications, Inc. was adopted in
April 1957,

ECI's principal business consists of the design, development and manufacture of electronic com-
munications systems, subsystems and equipment, flight instruments and metal products. The end-use,
directly or indirectly, of these products is primarily by the military forces of the United States and its
allies and by the National Aeronautics and Space Administration (NASA). A substantial part of
ECI's sales for the five years and nine months ended June 30, 1968 were made under government
contracts subject to final price determination. It is the opinion of ECI’s management that final price
determinations will have no adverse effect on its financial statements. About 909% of ECI's sales for this
period are also subject to renegotiation under the Renegotiation Act of 1951, Under this Act the govern-
ment is permitted to rencgotiate contracts to eliminate “excess profits.” ECI has received clearances from
the Renegotiation Board through the fiscal year ended September 30, 1967.

The fields in which ECI engages in business are highly competitive, While ECI does not know
of any reliable statistics pertaining to its relative position in the electronics field, it believes that its
share of the total business in this field is smail. ECI competes with a large number of other electronics
companies, many of which are considerably larger than ECI, and with electronics divisions of other
large manufacturers.

Unfilled orders were estimated to be $60,000000 at June 30, 1968 (of which approximately
$14,000,000 are expected to be delivered during the remainder of the current fiscal year ending September
30, 1968) and $44,000,000 at June 30, 1967. Substantially all unfilled orders are for military snd
NASA end-use and are subject to customary government provisions permitting the government to
terminate for its convenience, with provisions for reimbursement to ECI for costs incurred and profit
in the event of such termination.

St. Petersburg Division

. ECI's executive offices and principal manufacturing and engineering facilities are located in St
Petersburg, Florida. These facilities inciude engineering laboratories, environmentally controlled manu-
facturing “clean rooms”, inspection and test facilities and areas for a.ssembly. metal fabrication, electro-
plating, welding and graphic arts production.

At present the design, development and manufacturing activities of the St. Petersburg Division
are directed principally to airborne, air-transportable, shipboard, ground and satellite communications
systems and space instrumentation.

In the area of command and control communications, ECI is the prime contractor and systems
integrator for the airborne UHF multiplexed communication system which has been employed since
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1961 by the Str ')c Air Command for its Airborne Comn'.a‘-....) Post. This program is now in its
third equipment generation,
In the area of tactical command and control, ECI is producing communication systems for the

- . Marine Tactical Data System and shipboard radio sets for the Navy Tactical Data System.

Other communications programs include shipboard transceivers for the Navy, data link radios for
naval aircraft, communication satellite ground terminals for the military, communication relay equip-
ment, tactical multiplex equipment, telemetry equipment, special purpose transmitters and receivers for
Minuteman launch sites, transmitters for NATO's NADGE program and a variety of research and
development projects.

The St. Petersburg Division also is producing a variety of equipment for the nation’s space program,
including Right contro} computers for the Saturn/Apollo program.

ECI's customer requirements group consists of a headquasters staff located in St. Petersburg, Florida,
and field personnel based in Huntsville, Alabama; Los Angeles, California; Boston, Massachusetts;
Dayton, Ohio; and Washington, D.C. This group analyzes present and future military budgets and
related present and future customer product requirements and maintains commercial relations with present
and potential customers having requirements for ECI’s capabilities and products.

Benson Mannfacturing Division

The Benson .\l’anuiacturing Compar;: was founded in 1907 and was incorporated in Missouri in
1928. ECI acquiring voting control of Benscn in 1963. On \ovembcr 23, 1965 Benson was merged into
ECI and became the Benson Manuiacturing Division.

Benson's principal business consists of the design, fabrication and sale of various products made from
aluminum, stainless steel and other metals, The end-use, directly or indirectly, of these products is
primarily by the military forces of the United States, NASA and the brewing industry. These
products include heat transfer systems, fabricated metal components for application in aircraft, missile
and space systems and aluminum aud stainless steel beer barrels. All phases of Benson's business are
highly competitive. \Vhile ECI does nat know of any relinble statistics. it believes Benson’s share of the
total markets for heat transfer systems and fabricated metal components for aircraft, missile and space
systems application is not significant.

ECI is presently offering for sale the business and assets of the Benson Manufactaring Division.

Suandard Precision Division

ECI's Standard Precision Division in Wichita, Kansas was estabhshed in 1949. ECI acquired this
division (then a separate corporation) in 1959. This division’s activities consist principally of the
production of instruments and electro-mechanical equipment for the aerospace and general aviation
industries. The division also operates facilities for the oyertiaulyofgaircTiftginstruments;: rescarch and
development and environmental testing. The facilities ‘include an environmentally controlled “clean
room’" and areas for assembly, instruction and testing. Standard Precision also is equipped for production
of specialized screw machine items and is presently manufacturing ordnance fuze equipment for the U. S.
Army.

Employee Relations

ECI has about 2,750 employees, approximately 2,200 at St. Petersburg, 300 at Benson and 250 at
Standard Precision.. ECI has grotp life, sickness, accident, hospitalization and surgical benefits and

vetirement incame plans for all its employees.
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About l.({ ))roduction and maintenance employces at g )Petersburg are represented by a union
affiliated with the AFL-CIO. Negotiations with this union for a three-year collective-bargaining agree-
ment expiring in July 1971 have recently been concluded.

About 200 production and maintenance employees at Benson are represented by unions affiliated with
the AFL-CIO. The present collective bargaining agreements expire in 1969.

About 170 production and maintenance employees at Standard Precision are represented by a union
affiliated with the AFL-CIO. The present collective bargaining agreement expires in 1970.

Property

ECT owns its offices and manufacturing and engineering facilities which are located on a 30 acre tract
in St. Petersburg, Florida. These facilities consist of two adjacent modern buildings which have approxi-
mately 325,000 square feet of floor space. A 50,000 square foot addition is planned for completion in late
1968. EClalsohasanoptnon to lease an additional 35mandauopt|on to purchase an additional
26 acres in the St. Petersburg area for future expansion.

ECI owns two separate plants for its Benson Manubctunng Division in Kansas City, Missouri
with a total of 225,000 square feet of floor space. Although both of these plants are over 20 years old,
one having been built prior to 1936, they are adequately maintained and are suitable for Benson’s present
metal fabrication operations.

ECI owns a plant for its Standard Precision Division in Wichita, Kansas, with 55,000 square feet
of floor space. The principal facility with 45000 square feet of floor space, is leased by ECI.

ECI also owns the property described below which is leased %0 Scott Electronics Corporation

Scott Electronics Cerporation

Scott Electronics Corporation in Orlando, Florida, was esubluhed in 1964 and became an affiliate
of ECI in December, 1965. The outstanding capital stock of Scott Electronics consists of equal amounts
of Class A common stock and Class B common stock. The dividend, liquidation and voting rights of
the Class A and Class B common stack are identical except that ECI as the owner of all of the outstanding
Class B common stock is entitled to elect a mmjority of Scott Electronics’ Board of Directors. The
GassAeannnnsmcknsownedbytwooﬂimrsofScottElectromcs neither of whom are otherwise
affiiated with ECI except as holders of stock and options to purchase stock of ECI. The Class A
common stock is convertible into Class B common stock on a share for share basis, and ECI has the
option to purchase all of the Class A and Class B common stock from time to time outstanding at
prices ranging from 100% to 200% of its book value.

Scott Electronics designs and produces wave filters, magnetic amplifiers, transformers, saturable
reactors, toroidal components, inverters, converters and associated electronic modules. Its principal
customers are manufacturers of communications and radar systems.

The business in which Scott Electronics engages is highly competitive. Its share of business in its
field is believed to be small. Scott Electronics competes with a large number of other electronic component
manufacturers, many of whom are considerably larger than Scott Electronics.

Scott Electronics has approximately 400 employees. None have a union affiliation. Scott Electronics
occupies a plant of approximately 60,000 square feet which it leases from ECI, This plant has adminis-
tration, engineering, “clean room™ and assembly areas.
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* ) DESCRIPTION OF CAPITAL STOCK OF NCR

NCR is authorized to issue 2,000,000 shares of the par value of $5 each of cumulative Preferred
Stock, none of which is outstanding, and 14,000,000 shares of Common Stock of the par value of $5 each,
8,963,168 shares of which were outstanding on June 30, 1968. The following are summaries of certain
rights of and provisions for the Preferred Stock and the Common Stock.

The Preferred Stock

The Preferred Stock is senior to the Commeon Stock, both with respect to the payment of dividends and
the distribution of assets, is issuable from time to time in one or more series, and the Board of Directors is
expressly authorized to fix before issue with respect to each series (a) the designation and number of
shares to constitute such series, (b) the liquidation rights, (c) the dividend rights, (d) the times and prices
of redemption, (e) whether the shares are to be subject to the operation of & sinking or retirement fund,
(f) whether the shares are to be convertible or exchangeable for other securities of NCR, (g) any limita-
tion on the payment of dividends on the Common Stock to be effective while any such series uouuhndmg
(h) the voting powers, if any, in addition to anv voting rights provided by law, of the shares of such series,

~ which voting powers may be general or special, and (i) such other provisions as shall not be inconsistent

with the Charter. All shares of any series of Prefesred Stock shall be identical with each other in all
respects, and all series will rank equally and will be identical in all respects except to the extent that the
Board of Directors is permitted to vary the terms thereof as above described. Shares of any series of
Preferred Stock which have been issued and reacquired (excluding purchased shares which NCR elects to
hold as treasury shares), including shares received upon conversion or exchange, will revert to the status
of authorized and unissued shares and nuay be reissued. The Preferred Stock when validly issued for
adequate consideration will be fully paid and nonassessable.

The Common Stock

The Common Stock, (i) subject to the prior rights of the Preferred Stock described above and to
any limitations on dividends or other restrictions fixed by the Board of Directors before issue with respect
to any series of Preferred Stock and to the limitations described under the beading “Restrictions on
Dividends” below, is entitled to dividends when and as declared by the Board of Directors, (ii) has full
voting power, (iii) subject as aforesaid, is entitled to receive any distribution made to stockholders in
liquidation, and (iv) is not entitled to preemptive rights to subs:ribe for additional shares of any class
or securities convertible into such shares other than such rights, if any, as the Board of Directors of
NCR may determine from time to time.

Non-cumulative Voting

The holders of Common Stock are entitled to one vote per share. Since the Common Stock does
not have cumulative voting rights, the holders of more than 50% of the shares, if they choose to do so,

. can elect all of the directors, and the holders of the remaining shares cannot elect any director.

There are no conversion rights or redemption or sinking fund provisions thh respect to the
Common Stock.
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The outsta‘nm)ng shares of Common Stock are fully paid and nonassessable, and the shares issuable
upon consummation of the exchange will, when so issued, be fully paid and nonassessable.

'Restrictions on Dividends

The Indenture with respect to NCR’s 454 9% Subordinated Debentures due April 15, 1992 (convertible
on or before April 15, 1982), issued in May of 1967, prohibits the declaration or payment of dividends
on Common Stock of NCR (other than diviuends in Common Stock) or the acquisition or retirenient
of capital stock of NCR by it or a subsidiary unless, after giving effect thereto, the accumulated con-
solidated net income of NCR and its subsidiaries earned subsequent to December 31, 1966, plus the
sum of $30,000,000, plus the net proceeds of the issuance, sale or other disposition after December 31,
1966 of stock of NCR and of indebtedness of NCR which has thereafter been converted into stock of
NCR (including the said Debentures) shall exceed the sum of (i) all dividends and other distributions
on the capital stock of NCR (other than dividends or distributions payable in shares of Common Stock
of NCR) expended by NCR subsequent to December 31, 1966, and (ii) the aggregate amount of
expenditures made by NCR and any subsidiary subsequent to December 31, 1966 for the acquisition or
retirement for value of any shares of capital stock of NCR. The term “consolidated net income” is
defincd to mean all net income of NCR and its subsidiaries appearir.g on a consolidated income statement
of NCR and its subsidiaries as reported to stockholders and accompanied by a certificate of independent
public accountants, Such income includes non-operating income, and is after deduction of all expenses
and charges of every proper character, all as determined in accordance with generally accepted accounting
principles. As at December 31, 1967 approximately $39,300,000 of te earnings retained for use in
the business were free of such resirictions.

DESCRIPTION OF COMMON STOCK OF EQ

ECI is authorized to issue 2,000,000 shares of common stock of the par value of $1 per share and
200,000 shares of 6% Cumulative Convertible Preferred Stock of the par value of $10 per share. All
of the outstanding Preferred Stock was redeeimed on Tily 31, 1968 and no additional Preferred Stock
will be issued. Accordingly, no description of the Preferred Stock is included in this Prospectus.

The holders of common stock of ECI (i) are, subject to the limitations described below, entitled to
dividends out of ECI's surplus or net profits when and as declared by the Board of Directors, (ii) have
full voting power, each share being entitled to one vote, (iii) are entitled, in the event of any liquidation
of ECI, to their pro rata share of the assets remaining after payment or provision for payment of all
liabilities, and (iv) are not entitled to preemptive rights to subscribe for additional shares of any class or
securities convertible into such shares other than such rights, if any, as the Board of Directors of ECI may
determine. '

Under ECI's Revolving Credit Agreement with a group of banks it is provided that ECI will not
without the consent of the banks declare or pay any dividends (except stock dividends) or make any
other distribution to stockholders or redeem any shares of its capital stock unless the aggregate amount
of all such cash dividends, distributions and redemptions in any period of twelve consecutive months
does not exceed 50% of ECI's net earnings (after all taxes) for such period.
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) MANAGEMENT 0} NL..

Directors and Executive Officers
The names of all directors and executive officers of NCR are as follows:
Name Office

Robert S. Oelman Director and Chairman of the Board*

R. Stanley Laing Director and President*

Robert G. Chollar Director; Vice President and Group Executive
Research and Development and Manufacturing

George Haynes Director; Vice President and Group Executive
International Operations

Charles L. Keenoy Director; Vice President and Group Executive
Domestic Marketing

John J. Hangen Director, Vice President, Finance*

Frederic H. Brandi Director*

Fred C. Foy Director

Joseph A. Grazier Director

William P. Patterson Director

David L. Rike Director

James S. Rockefeller Director*

Thomas E. Sunderland Director

J. M. Boyle Vice President, Domestic Sales

W. J. Carrofl Vice President, Product Planning

D. E. Eckdahl Vice President, Electronics Division

H. W. Frapwell Vice President, Marketing Administration

O. B. Gardner Vice President, Industry Marketing

A. S. Gillan Vice President, International Administration

D. K. Hughes Vice President, Manufacturing

T. E. McCarthy Vice President, Product Marketing

J. E. Rambo Vice President, Secretary and General Counsel

C. F.Rexch Vice President, Engineering and Advanced
Development

B. L. Shafer Vice President, Industrial Relations

R. M. Sweeney Vice President and General Manager, Business
Forms and Supply Division

G. ]. Wilson Vice President and General Manager,
Special Products Division

H. R. Wise Vice President, International Marketing

A. S, Holzman Controller .

E. C. Nowak Treasurer

C. E. Martin Disector of Taxes and Group Benefits

* Member of the Executive Committee,

All of the executive officers have been continuousiy in the employ of NCR for more than five years
except Mr. R. M. Sweeney who prior to 1964 was an officer of Business Systems, Incorporated acquired
by NCR in that year.
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Remanerstiol 1d Other Transactions with Management'. ) Others

The remuneration, on an accrual basis, paid during the last fiscal year by NCR and its subsidiaries
to each director, and each of the three highest paid officers, whose aggregate remuneration exceeded
$30,000, is set forth together with certain other information in the following table:

Deferred
Aggregate A rdfgxm Trustfor  Retirement
t
Name Capaeity Rewomerstion? 1967 . Eawioyes? Beselts

Robert G. Chollar  Director and Vice President § 81000 § 28000 §$ 1917  $23614
and Group Executive—Re-
search and Development

and Manufacturing

John J. Hangen Director and Vice President, 55,750 20,000 1,238 2,4%
Finance

George Haynes Director and Vice President 93,000 - 1917 17,882

and Group Executive—In-
ternational Operations

Charles L. Keenoy  Director and Vice President 106,000* — 1,917 18715
. and Group Executive—
Domestic Marketi

R Stanley Laing  Director and President 97500 80,000 2835 24,625
Robert S. Oclman  Director and Chairman 175,000 50,000 3993 26,188
All directors and $1,386,525* $228,500 $28,101

officers as a group

(28 in the group)

1 Directors who are salaried officers receive no additional remmumeration as director.

2In 1926 four stockbolders of NCR created 3 trint of shares of stock of NCR for the benefit of employees. As of
December 31, 1967, the trust beld 233,162 shares. Dividends from said shares were distributed to 1,746 employees in
1967. Said distribation does not come from funds of NCR.

8 These estimated mbmﬁhmduNCR’RamPhnnamddeﬂwhw] 1, 1955, are
hasedwoamibu both the individual and NCR and are calculated upon the € Wmudlun.ud
's)nthemmmdut vdlbemdnnﬁmthecmmtmedmmduch vndmlandﬂntuchmdindul

continue as a participant in the Plan antil his normal retirement date.

4 In addition to the amount t the terms of his contract as Manager of one of NCR's bra.ndlulu

ted above, unde:
ﬁeuwhichmqnedledDeqemhuSl 1965, krmﬂusmdudﬂunﬂawﬁrwmuntml(t Keenoy reced
during 1967 $5,500.
8 One of the officers not listed above received under the terms of Im contract as Mzmrr one of NCR's branch
saluoﬂiouwhnchmnmdledpruhlmappomhmtua J L u!o services m‘abor::
note

er prior to such cancellation, $500 during 1967. Both the ofezomglmt
aremclndufmtheumummmfwaudnrccwnandoﬂ‘wenuam
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Under the td ) of employment agreements entered into il >59 with Mr. Oelman, in 1964 with
Mr. Laing and in 1966 with Messrs. Chollar, HaynuandKuwy for each twelve months of service
thereunder Mr. Oelman is entitled upon termination of service to coutingent deferred compensation
in the amount of $3,000 per year and Messrs. Chollar, Haynes, Keenoy and Laing are entitfed to
similar compensation under like terms in the amount of $1,000 per year. All such contingent deferred
compensation is payable for a period of ten years beginning on termination of service. The agreement
with Mr. Oclman superseded a prior agreement entered into in 1957. The agreement with Mr. Chollar
superseded a prior agreement entered into in 1959. Under such contracts through December 31, 1967
Mr, Oelman had become entitled to receive $30,250 a year, Mr. Chollar had become entitled to receive
$7,000 a year, Mr. Haynes bad become entitled to receive $1,750 a year, Mr. Keenoy had become
. entitled to receive $1,750 a yesr and Mr. Laing had become entitled to receive $3,750 a year. In
addition, for services rendered in 1967 and in lieu of an equivalent amount of cash remuneration, awards
of deferred contingent compensation were made to Messrs. Chollar, Hangen, Laing and Oelman and
to all directors and officers as a group (28 in all) including those named, in the respective amounts
shown in the above table. Under these awards deferred contingent compensation is payable in ten equal
annual instaliments beginning on termination of service with NCR except in the case of Mr. Laing whose
award is payable in two equal installments of $40,000 each on January 15, 1970 and January 15, 1971.
The payments of deferred compensation under such contracts and awards are subject to certain con-
tingencies which may result in the termination or reduction of such payments. For tax purposes, such
amounts of deferred contingent compensation will be deducted by NCR in the year in which payment, if
any, is made,

Dillon Read & Co. Inc,adedummgtngundermtamlﬂmthrespedwuoﬂemzof
$88,696,700 principal amount of 4% % Subordinated Debentures due April 15, 1992 and received for its
services as such a gross underwriting commission of $103,646.29. It also acted as managing underwriter
ml%mthtupedtoanoﬂumgofsdomal)pnnupalmmtofsm%SmkmanndDebemum
Due June 15, 1991 and received for its services as such a gross underwriting commission of $72,000.
Mr. Frederic H. Brandi is Chsirman, a director and stockholder of Dillon Read & Co. Inc.

First National City Bank acted as Subscription Ageat in connection with the issue in 1967 of NCR's
444 % Subordinated Debentures due April 15, 1992, and received $77,257.73 for its services in that
capacity. Mr. Rockefeller at the time of the issue was Chairman of First National City Bank.

Effective December 31, 1965, Mr. Harry C. Keesecker resigned as an officer and director of NCR
and on January 1, 1966 became Branch Manager of NCR's Los Angeles sales office. At that time
NCR entered into an agreement providing for the payment to Mr. Keesecker of $8,000 per year for
each of the five years commencing on his retirement or termination of full time employment, in
consideration of Mr. Keesecker agreeing not to compete with NCR and to be available for consultive
service. : '

Stock Option Plans

NCR has two stock option plans, one approved by stockholders in 1958 (the “1958 Plan") and
the other approved by stockholders in 1966 (the “1966 Plan”). The 1958 Plan was amended in June
1964 to conform to the requirements of the amendment of the Internal Revenue Code enacted in that
year. Options granted under the 1958 Plan before June 1964 were designed to be restricted stock
options as defined in the Code and those granted after the 1958 Plan was amended were designed to
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be qualified { }k options as defined in the Code. Optiond ,.lmed under the 1966 Plan may be either
qualified smi..- ptions or unqualified options. All options entitle the holder thereof to purchase shares
of Common Stock of NCR. On May 31, 1968 options to purchase an aggregate of 93,134 shares
of NCR’s Common Stock had been granted and were outstanding under both Plans, and there
rermained available under the 1966 Plan for options, which may be granted in the future, 197,300 shares,
No further options may be granted under the 1958 Plan. The number of shares subject to option and
with respect to which options may be granted in the future and the exercise price of outstanding options
are subject to adjustment upon the happening of certain events. The following table sets forth informa-
tion with respect to shares under option as of May 31, 1968:

1958 Plan:
Number of Number of Shares
Optionees Subject to Option Option Price Expiratios Date
8 8,256 $ 67.34 January 21, 1969
7 6,900 66.19 June 24, 1969
10 12,579 58.16 Nouvember 18, 1969
1 5,350 97.44 April 25, 1972
8 10,845 7726 December 19, 1972
6 5339 74.10 July 20, 1970
8 2,200 110.50 March 19, 1973
1966 Plan: -
Number of Number of Shares X
Optionees Sebject to Option Option Price Expiration Date
2 10,000 $ 8450 July 19, 1971
4 8,500 - 6663 September 20, 1971
64 18,765 6663 . September 20, 1976
1 1,000 67 .87 January 2, 1972
1 3,000 10363 February 4, 1973
2 400 110.50 Mareh 19, 1973

Options expiring on June 24, 1969, July 20, 1970, July 19, 1971, September 20, 1971, January 2,
1972, February 4, 1973, and March 19, 1973 referred to in the above table are intended to be qualified
stock options. The options expiring on September 20, 1976 are not intended to be qualified or restricted
stock options. All other options referred to in the above table are intended to be restricted stock options.
Each option, which is non-transferable and exercisable by the optionee only while an employee, except
in certain circumstances, was granted in consideration of the optionee’s agreeing to remain in the employ
of NCR for one year. Options granted under the 1958 Plan may not be exercised prior to the expira-
tion of one year from the date of grant, at which time 20% of the shares with respect to restricted options
and 25% of the shares with respect to qualified options thereby become available and a further 20%
or 25%, depending upon whether the option is restricted or qualified, become so available each year
thereafter until all such shares have become available. All options granted under the 1966 Plan mature
fully after the expiration of one year following the date of grant. Both Plans provide that the purchase
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price of the stod . )1der each option granted thereunder shall 4 lhe fair market value of the stock on

the day of the grant.
On May 31, 1968, options were held by officers and directors of NCR as mdmted in the following

table: Purchase Price
No. of Shares Per Shace Expiration Date
R.G. Chollar .............. 2,000 $ 66.63 September 20, 1971
J.J.Bangen ............... ' 775 66.19 June 24, 1969
_ 788 74.10 July 20, 1970
. 1,500 66.63 September 20, 1971
G. Haynes ................ 5,350 97.44 April 25, 1972
1,050 66.19 June 24, 1969
| 2,000 66.63 September 20, 1976
C.L. Keenoy .............. 8000 84.50 July 19, 1971
R.S. Laing ................ 3,857 $8.16 November 18, 1969
1,575 66.19 June 24, 1969
2,500 66.63 September 20, 1971
R.S.Oelman .............. 5,513 58.16 November 18, 1969
2,500 65.63 September 20, 1971
All direct(olrg am:h officers :)u a 3012 e
in the group) .. f 34 21, 1969
grodp 10,710 58.16 L 18, 1969
5,350 97.44 April 25 1972
6,645 77.26 December 19, 1972
6,900 66.19 une 24, 1969
3 74.10 uly 20, 1970
10,000 84.50 uly 19, 1971
6663 20, 1971
4,500 66.63 bet 20, 1976
1,000 67.87 anuary 2, 1972
3,000 103.63 ebruary 4, 1973

See “Comparative Price Ranges of NCR and ECI Common Stocks” for recent market prices of
the Common Stock.

NCR bas effected insurance (“Reimbursement for Directors’ and Officers’ Liability Insurance”)
venngﬂnnsspentbyltmmdunmfymgdnmn.oﬁcu'sandunphmmduthemdunmﬁu
tion by-law of NCR, and has also effected insurance (“Directors’ and Officers’ Liability Insurance”)
protecﬂngdlrectorsanddﬁcersagunstwhmlnbilmsmrespectof which they are not indemnified
under the by-law. NCR pays the premium on the “Reimbursement for Directors’ and Officers’ Liability
Insurance” policy, and the covered directors and officers pay the premium on the “Directors’ and Officers’
Liability Insurance” policy. The premium on the “Reimbursement for Directors’ and Officers’ Liability
Insurance” policy represents 90% of the aggregate of the premiums on both policies and the premium
on the “Directors’ and Officers’ Liability Insurance™ policy represents 10% of the aggregate of the

premiums on both policies.

Ownership of Securities
As of May 15, 1968, directors and executive officers of NCR as a group owned beneficially 46,337
shares of the outstanding Common Stock of NCR and $1,100 principal amount of its 414% Subordinated

Debentures due April 15, 1992,
k)|
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) MANAGEMENT of ki
Stock Options, Remuneration and Other Transactions with Management
The following table shows total remuneration paid by ECI for the fiscal ye-- ended September 30,

1967, to the following: Capacities ia Which Remuneration Was Received ~ Resommeration
S.W.Bishop ........c..c..... President and Director ................... $ 75,5001
W.R Yarnall ................ Financial Vice President and Director ...... 42,4003
J.B. Williams ............. «.. Vice President and General Manager—St.

Petersburg Division and Director ....... 45,200
Al sixteen officers and directorsasa group .........coviiiiiiiiiiiiiiiiene. 333,100t

13) Mr, Bisaop is loyed under an agreement, expiring April 30, 1970, which provides for ’
ofnotteulhana e plul%oltbeconwnd:;dfmeo ECl:ndml:ubudnrm. z fined in
the agreement, bel &mm of income taxes. Pursuart to the agreement ECI maintains swo.oao of

Mumummhkmuewﬂabueﬁm
(8) Mr. Yarnall i upl?duﬁc em April 30, 1975, which
daf:rcompal:hano nmh&MmlA%y uﬂ:o:hle'u&nnmﬂg'

("Doesnot include $40.000 of fees fo services to the Snm of Ball S Andrews &
PR o o 30 el s Py ol Sl 1 e o

The benefits payable under ECI’s Retirement Income Plan for Salaried Employees to the persons
named in the preceding table, in the event of their retirement at age 65, are estimated as follows: Mr. Bishop
$6,900 a year ; Mr. Yarnall $3,700 a year ; Mr. WVilliams $5,500 a year.

Mr. J. Paul Crawford, Jr., a director of ECI, is a Senior Vice President of Glemlul Bank New
York Trust Company which has the largest participation in the revolving credit agreement between ECI
and a group of banks to provide working apml The largest amount of borrowings from this bank out-
standing under the agreement at any time since it became effective on February 28, 1967 was $2,177,500.

The A. & H. Kroeger Organization, of which Mr. H. A. Kroeger, a director of ECI, is a partoer,
will be paid a total of $30,000 for consulting and economic advisory services rendered to ECI during
the fiscal year ending September 30, 1968, including services rendered in connection with the Exchange
Offer. The firm of Ballard, Spahr, Andrews & Ingersoll will be paid a fee by ECI for legal services
rendered in 1968, including services rendered in connection with the Exchange Offer.

As of May 31, 1968, thirteen officers and other key employees held options under the 1964 Qualified
Stock Option Plan (the “1964 plan”) and the 1957 Restricted Stock Option Plan (the “1957 plan”) to
purchase a total of 34,548 shares of common stock of ECI. These options, all of which are presently
exercisable, are held as follows: Number of

Shares Subject O Pm
Date of Grant to Options
S. W. Bishop .............. December 27,1962 .............. 368 $ 9.77
!anuarze% 1967 ....ovvvennnn.. 5,000 20.00
£S5, 1967 .......cc. ...l 5,000 24609
J. B. Williams .............. November 23,1964 .............. 1,000 899
January 26, 1967 oo, 1,500 20.00
December 5, 1967 ............... 2,500 24.69
Other officers and employees ..  Various dates frum December 27, 8.99
1962 to December 5, 1967 . .. ... 19,180 to

' 24.69

Total ........cocounne 34,548
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No further ol()..u)-s may be granted under the 1957 plan. The options granted prior to November 23,
1964 are covered by the 1957 plan and are intended to conform to the definition of “restricted stock
options” in the Internal Revenue Code. In each case the option price was 85% of the fair market value
of ECI's common stock on the date the option was granted. The numbers in the preceding table have been
adjusted to reflect the 10% stock dividend paid December 21, 1966. The options granted on November 23,
1964 and thereafter are covered by the 1964 plan and are intended to conform to the: definitioa of “qualified
stock options” in the Internal Revenue Code. The option price was 100% or more of the fair market value
of ECI's common stock on the date the options were granted. Each of these options expires five years after
the date of grant or earlier as provided in the 1964 plan in the event of teymination of employment or death.

It is a condition of the Agreement, dated as of May 20, 1968, between NCR and ECI, among other
things, that at the Closing Date there be delivered to NCR the resignations of alf of the directors of ECI
expressed to take effect at the pleasure of NCR. If the Exchange Offer is consummated, NCR intends to
operate ECI as a subsidairy and it is contemplated that NCR will accept the resignations of all directors
who are not officers of ECI and elect directors of NCR's choice. NCR does not contemplate effecting any
immediate changes in the present officers of ECI.

LITIGATION

NCR is subject to a consent decree entered against its predecessor and others (effective February
1, 1916) in the District Court of the United States, Southern District of Ohio, Western Division. This
consent decree enjoins NCR and the other defendants from engaging in a variety of restrictive trade
practices with respect to cash registers or other registering devices. The decree also enjoins NCR from
acquiring ownership or control, directly or indirectly, by means of stock ownership or otherwise, of the
whole or an essential part of the business, patents or plants of any competitor engaged in the manufacture
or sale of cash registers or other registering devices in interstate or foreign commerce, except with the
approval of the Court. Jurisdiction of the case is retained by the Court for the purpose of passing upon
such proposed acquisitions, and for the purpose of enformg or modifying the decree upon application
of any of the parties thereto. .

In addition to the foregoing, NCR is a party to a small number of actions of a routine nature incidental
to its business, none of which is regarded by NCR as material.

EXPERTS

The financial statements included in this Prospectus and the schedules included elsewhere or incor-
porated herein by reference in the Registration Statement, except for the statements of ECI that relate
to the three month periods ended December 31, 1966 and 1967, have been examined by Price Waterhouse
& Co., Arthur Andersen & Co. and Peat, Marwick, Mitchell & Co., independent accountants, whose
opinions thereon appear herein and elsewhere in the Registration Statement, and have been included or
incorporated by reference by NCR in reliance on the opinions of such firms and on their authority
as experts in auditing and accounting.
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{") OPINIONS OF INDEPENDENT Acd..wrANTS

To the Board of Dirsctors of
THE NATiONAL CasE Recister CoMPaNY

We have examined the accompanying consolidated statement of financial position of The National
Cash Register Company as of December 31, 1967 and the related statements of earnings retained for use
in the business and capital surplus together with the consolidated statement of income for the five years
then ended appearing elsewhere in this Prospectus. Our examination was made in accordance with
generally accepted auditing standards and accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances, We did not examine
the financial statements of The National Cash Register Company (Japan) Ltd., a consolidated subsidiary,
which statements have been examined by other independent accountants whose report thereon has been
furnishidd to us.

In our opinion, based on our examination and the report mentioned above of other independent
accountants, the accompanying consolidated financial statements and the “Consolidated Statement of
Income” appearing elsewhere in this Prospectus present fairly the financial position of The National
Cash Register Company and its subsidiaries at December 31, 1967, and the results of their operations
for the five years then ended in conformity with generally accepted accounting principles. These prin-
ciples were consistently applied during the period after giving retroactive effect to the inclusion, which
we approve, of the accounts of international subsidiaries and branches as explained in Note 1.

Price Warernouse & Co.
New York, New York
February 16, 1968

Board of Directors
Tue Nationar Casa Recister CoMPANY

We have examined the balance sheet of The National Cash Register Company (Japan) Ltd. as of
November 30, 1967 and the related statements of income and surplus for the five years then ended.
Our examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.

In our opinion, such financial statements (not presented separately herein) present fairly the financial
position of The National Cash Register Company (Japan) Ltd. at November 30, 1967 and the results of
its operations for the five years then ended, in conformity with generally accepted accounting principles
applied on a consistent basis,

' Peat, Magwick, Mrrcams & Co.
Tokyo, Japan

January 20, 1968
35
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i) THE NATIONAL CASH REGL ER COMPANY
AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
December 31, 1967

ASSETS
Current assets:
(07T $ 26,253,528
Marketable securities, at cost (approximate market) ..............0000ien. L. 47,669,067
Receivables~—Note 2 ..oviinevrniertvnarnrenreneecerorennneersnsneonenes 253,116911
Inventories—Note 3 ... oottt ittt iter it terrrsrsaaanas 334,784,384
Prepaid eXpenses ........cocvutvvrtieniiieteasirietariiracetatrrecneions 10,992,466
672,816,356
Property, plant and equipment—Note 4 ...........coviiviiiieninieraeeiennenans 330772759
Other assets ......cooviverierirnenreasroeressesnsonssssasesosssracenasanns 6,555,386
TOR! ASSEHS - v enevnenenenen e te e enen e aaee et $1,010,144,501
e -
1 LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities :
Current installment on long-term debt ............cocvvuiiieinirernnnnnn... $ 2192133
Notes payable to banks ...........cocovviieniiiiiiiiiiiiieiririiineineas, 74,186,664
Notes payable t0 others ...........coiiemireniinirirninneeinonoronsananns 11,601,673
Accounts payable .......ccviuieiiiiiiiiriiiriiiriiiiesieriiieiinneease 25,117,282
ACCTUEE BAXES ..o\ veiireriseatareaeeerasarassacsarasancececsnaasanss 39,681,602
Accrued PayToll ... ..oivuiiiiii it i et 32750127
Other accrued liabilities ........cvevvrveneenrnnceeneneoreonernensnennenns 54,661,478
Dividend payable ......ccoveriiniiiiiiiiiiiiiiiiiiiiiiiiie e 2,674,046
Customers’ deposits and service prepayments ..........c.oovveriniiearonanns 70,806,912
313671917
Long-term debt (exclusive of installments due within one year)—Note 5 ........... 268,085,364
Lease purchase obligation ...........cocveiiiiiiioincisenesrernnniarosnaranns 1,800,000
International employees’ pension and indemnity reserves ...............o0iea.n. 16,742,564
International operations reserve—Note 1 ..........ciciiiiiiiieiceiiiiearean., 7,678,009
MinOrity INtEreStS ......coueeesrurasnenreronneronsscessonrsnnnnassaserenans 10,597,347
Stockholders’ equity :
Preferred stock—cumulative, $5 par value
. Authorized—2,000,000 shares; issued and outstanding—none
i Common stock, $5 value—Note 7
) Authorized—14,000,000 shares; issued and outstanding—8,919,633 shares. . 44,598,165
Capital surplus, per accompanying statement ............cceenieereiiuaren.s 146,113,055
Earmings retained for use in the business, per accompanying statement ......... 200,858,080
Total stockholders’ equity .........coviivivivenenneninnnnn,, 391,569,300
Total liabilities and stockholders’ equity .............ccvvvvnnn.. $1,010,144,501
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THE NATIONAL CASH REGISTER COMPANY
AND SUBSIDIARY COMPANIES

CONSOUDA‘I’ED STATEMENT OF EARNINGS RETAINED FOR USE IN THE BUSINESS

£ thwd';r omittetl)m"d
or the eeyn;;
1965 1966 1967
Balance, January 1 .........oviiiiiiiiiiiiiiin.s $163,926 $153,463 $175,174
Retained earnings of The Microcard Corporation, a poo
subsidiary—(Note 1) ......covvviveninnnsnes cesas 1,028
Net income for the year ..........covoevievrinnnnnnss 29,422 32,262 35320
Dividends: . \
Cash ($1.16 per share in 1965, adjusted for 5%
stock dividend in 1965, $1.20 in 1966, $1.20 in
0. (10,168) (10,551) (10,664)
Stock—S5% (418,546 shares at $71 a share, approxi-
mate market value) ........coviiiiiieniiann. (29.717)
Balance, December 31 .........c.oiiiiiiiiiiina., $153.463 $175,174 $200,858

CONSOLIDATED STATEMENT OF CAPITAL SURFLUS

(000 omitted)
For the three years
_ 1965 1966 1967
Balance, Jamuary 1 ................ e $113,615 $141,887 $142,143
Excess of amount paid in over par value of common
stock issued ........cciiiieiiiiiiiienranenns 648 256 2922

Excess of approximate market value over par value of
common stock issued as a stock dividend in 1965 .. 27,624

Excess of par value of 65000 shares of common stock

issued over stated capital of The Microcard Cor-

poration ...... reeienereernienaanaaans ceenn (190)
Excess of the 70 percent interest acquired in the net

assets of Eclanger & Galinger, Inc. over par value
of 9,140 common shares issued ............. 827

Excess of conversion price over par value of 4,330
common shares issued on conversion of 4.25% sub-
ordinated convertible debentures ................ 411

Balance, December 31 <. vuvveerinineneareranenanns $141,887 $142,143 $146,113
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THE NATIONAL CASH RECISTER COMPANY
AND SUBSIDIARY COMPANIES

NET ASSETS EMPLOYED IN INTERNATIONAL OPERATIONS
December $1, 1967

ASSETS
Current assets:
Cash and SecUTItIEs . ...ovvuvrrenrrenernronronenseneeonosssnseansansosenss $ 12,980,588
LY L 128,153,050
IV NOMIS .o veiieeierriveeeueeioeseoeassansoasosesnnnsosresssesssonces 154,409,325
Prepaid eXpenses ... .....couiviiitoniirrnnnrnarcerisciterincssorsrtroasens 7805717
303,348,680
Property, piant and equipment ............civiiniiiiiiiitiietsitasiocriitrtaeeas 107,685,574
Other assets .. ...0vviuvnenrcnenenrsrinanseesssosnenorsnsocsosessseetsssanarns 3,073,789
Total AsSElS .. ..ovvveerrerorvrocnrnsrsssoscnerrsosasanssrenos 414,108,043
LIABILITIES AND RESERVES
Current liabilities :
Current installiments on long-termdebt ..........coiemvenerveneerenionronnnnes 789,133
Notes payable to banks ......covvveiieniniiiniirerreerenceanesnsassaanens 74,039,568
Notes payable to others ..........coovviirennricvrioscnsness Ceresenienannns 7,226,673
ACCrUed PRYTOI ... vveenenenenensenerenen et ara e aa e 7,396,420
ACCTUCE BAXES ..\ oeviseveeereveenuensosresasceancsosssssssasnsnnensosanss 26,324,085
Payables and accruals .......ccoviiieeiieriiresrocasnsocenscorarsssesannans 46,695,592
Customers’ deposits and service prepayments .........coovvuireieareenanennies 33,175,171
195,646,642
Long-term debt ......coviecnuineienrereresiosaceansssontcssessscacronssaons 18,287,164
Employees’ pension and indemnity reserves .........c.ccovirernrreenvecrsacrcasans 16,742,564
Total liabilities ......coiiveiierinnerrverrsconsonesnsrosrooans 230,676,370
183,431,673
Less—Minority interests .. .......coivieeeiuiniinseiiieiinariiianansenersonaasns 10,597 347
Net assets employed in international operations ................... $172 834 326
Geographical distribution of net-assets:
00 Y P e $ 17,617,094
Great Britain and Continental Europe .......cccivivrienrnecoeracrocenness 79468875
Japan, Australia and Far East ......c.ovvviiieiininnieninninnnesenconanan, 38,234,350
Latin AETICE . vvueeeeereernennencosoosonassnsasseesssssaassnsnsossssnss 30,528,283
Africa and Middle East .....o.vvvtenrirrieracnccensnssnosersssanssesssnens 6,985,224
TOL .. ueeerneerneeseenneneeanesracanessnssessssrsnreerones $172,834,326

PR SR TSR WYL e i



) )
THE NATIONAL CASH REGISTER COMPANY
AND SUBSIDIARY COMPANIES

NOTES TO FINANCIAL STATEMENTS

Not® l-—Accounting Poliey and Baske of Comsolidation:

Effective with the year 1967, the financial statements have been prepared on 3 fully consolidated basis and accord-
ingly include the accounts of all domestic and international subsidiarics and branches. lu prior yesrs the results of
cperations included the income, costs and. expenses of all subsidiacy companies and branches throughout the world;
however, the net earnings of foreign subsidiaries and branches, except Canads, which lad not been remitted to the
United States ($5,042984 in 1965) were deducted in arriving at net income for the year. The Statement of Financial
Position included only NCR's net {nvestmient in foreign subsidisries and branches and did mot include accumulated
unremitted earnings abroad. At December 31, 1967, NCR's equity in net assets of its consolidated subsidiary companies
exceeded its investment therein by $87,826,076 which in consolidation has been included in retained earnings, '

Also in 1967, effective December 31, 1966, certain previously established international reserves were designated as
an “International Operstions Reserve™. The purpose of this reserve is to recognize the risk of certain non-operating
churges such as currency devulustions which occur from time to time abroad. NCR intends to follow a consistent
practice of maintaining this reserve at an appropriate level

Property accounts and certain inventories of international subsidisries and branches are stated at equivalent dollar
cost at date of acquisition, less depreciation. All other items are at year-end exchange rates. '

Net sales, service income and equipment rental outside the United States included in income for the five years
ended December 31, 1967 were $256,202000, $290,441,000, $325,576,000, $389,891000 and $420,517,000, respectively.
Net income of internations] operations, after deduction of royslty payments to the parent company and after provision
for U. S. Income Tax, for the five years ended Decemnber 31, 1967 was $11,083,600, $11,504,000, $13,213,000, $15,679,000,
and $18,039,000, respectively.

During 1967 NCR issued 65000 shares of its common stock in exchange for all the outstanding siures of The
Microcard Corporation. ‘This acquisition was treated as a “pooling of interests”, and accordingly the results of operations
indude $369,000, the net income of The Microcard Corporation for the entire year. No adjustment was made for prior
years, since the effect would oot have been material. An additional 9,140 shares were issued lo acquire a 70% interest
in Erlanger & Galinger, Inc., a Philippine corporation, which transaction was tresled as a purchase and the results
of operations include the net income of that company from the date of purchase. In December, 1967, NCR puarchased
the 209% minority interest of its German subsidiary for $4,375,000. This subsidiary is now wholly owned

Nots 2—Receivables:
Receivables at December 31, 1967 comprise:

Current aCCOMNLE .....ecoeevenrernnnnnnnnnenns $172,283,000
Tustallment actounmts ... ..........ceoeviiiianen 87,141,000
259,424,000
Less—Provision for doubtful accomts .......... 6,307,000
$253,117,000

Equipment is sold on terms extending over periods of up to 36 mwonths. Profit on these sales is included in income
at the time of sale. It is estimated that approximately one-third of installment accounts are due after one year. Other

customers are, for the most part, 30-day accounts.
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THE NATIONAL, CASH REGISTER COMPANY
AND SUBSIDIARY COMPANIES

NOTES TO FINANCIAL STATEMENTS-—(Costinued)

Norz S—Ioventeries:
Inventories at December 31, 1967 comprise:

Raw stock and production supplies ............. $ 41,503,000
Work in process ........cocvvvieenirenenaienn. 104,159,000
Finished g00d8 ..........cccvevveeeensarnnnees 189,122,000
m"mlm
e —

Inventories are priced generally at the lower of cost or replacement market. Cost is determined on the last-in,
finst-out method for a substantial portion of the domestic inventories and generally on an average cost basis for foreign
and other domestic inventories. _

Inventories used in detesmining cost of products sold were: $334,784,000, $294,095,000, $250,004,000 and $211,937,000
at December 31, 1967, 1966, 1965 and 1964, respectively.

Notz 4—Propertics and Depreciation Policy:
The major classes of property at December 31, 1967, stated at cost, are as follows:

0 $ 11,079,000
Buildings .........ccocovieiveiinieciiinnieennnn 107,351,000
Machinery and equipment ..........c.oee.e.n.. 188,569,000
TOOIS - veeerionivnreiesennetneransonnaonenes 87,569,000
Rental machines .......coocvveciiiiniiiennennes 244,512,000
. 636,380,000
Less—Depreciation .............. cesscsvenees 308,607,000
$330,773,000

Additions, renewals auml Letterments of property, unless of minor amount, are capitalized and depreciated on the
straight-line method for domestic assets acquired prior 10 1754 and for most foreign assets, and on the sum of the years-
digits method for domestic assets acquired in 1954 and thereafter. The following estimated useful lives are wsed in

computing depreciation for properties.

Yan
Buildings .......cocoiviiiiiiiiiiiiiiiieieinana 2050
«  Machinery and equipment ............ veerrneeneen Sto 20
Automobiles ............ocvvinvnvreiianes verenss 4
TOOlS .oviieeeienecosacscrsassnosssssnns resenes 10
Rental machines .........cooeiieve coveiianenanas 4t06

During 1967, NCR paid approximately $12,574,000, including $6,467,000 foreign, for rentals under leases of varying
duration, principally for sales and service offices.

NCR has treated the investment credits of $1,411,000 for 1967, $1,601,000 for 1966 and $1,290,000 for 1965 property
additions as a reduction in the provision of U, S. income taxes. :
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.)uz NATIONAL CASH REGISTER COMPANY
AND SUBSIDIARY COMPANIES .

NOTES TO FINANCIAL STATEMENTS—(Continued)

Maintenance and repairs are charged to income. Asset and related reserve amounts are removed from the sccounts
for all fully deprecisted assets, except rental machines, and for retirements or cisposition of property, plant, and equip-
ment, except tools. The net book value of tools retired or disposed of is credited against the current year's additions
to the asset account; provision for depreciation of such tools is continued over the period of the previously estimated
useful life. .Any gains or losses on dispositions of properties are reflected in income.

NorE 8-—Long-Term Debts
Long-term debt at December 31, 1967, exdusm of installments due within one year and debentures held for retire-
ment, consists of the following :
3375%-375% Sinking fund notes due 1969-1980 $ 15,427,000
4.75% Sinking fund debentures due 1969-1985 .... 36,390,000

4.375% Sinking fund debentures due 1969-1987 ... 47,000,000
5.60% Sinking fund debentures due 1971-1991 . 60,000,000

425% Subordmud convertible debenmu dut
19B2-1992 .. ..irieiiiieiieeiiennetennaenes 88,264,000
3.215% Swm franc bonds due 1978-1982 ......... 11,574,000
Real estate mortgage due 1965-1989 ............ 2,717,000

Mor s and other -term debt of foreign
oy g beanes e debt of forcien 6713000
$268,085,000

Payments required on long-term debt during the pext five years are $4,254,000 in 1969, $4,181,000 in 1970, $5,437,000
in 1971, $5,746,000 in 1972 and $5,730,000 in 1973. Atthoumo(hmlﬂwmddulug-mtbtmyk
paid prior to maturity.

The 425% debentures are subordinated to all senior indebtedness including the present outstanding sinking fund
notes and debentures. The 4.25% debeutures are convertible at their principal amount into common stock at $100 a share
to and including Apeil 18, 1982,

The 4.25% debentures are redeemable oo not less than thirty days written notice at 104.07% of their principal
amount to and including April 14, 1968 and thereafter at decreasing prices. The indenture requires payments to a
sinking fund prior to October 15, 1982 and priot o0 each October 15 thereafter to and including October 15, 1991
mmetMNm&bummuuwupnululmequle%ofthemtepmlﬂlﬂl
amount of debentures outstanding at the close of business on April 15, 1982.

The indeature contains certain covenants among which are provisions that restrict the payment of dividends other
than dividends in Common Stock of NCR. Approximately $59,300,000 of the earnings retained for use in the business
at December 31, 1967 is free of such restrictions.

Nors ¢6—Retirement Plan:

NCR has a voluntary, contributory retirement plan for domestic employees and a noncontributory plan for domestic
employees who meet certain service requuemenu For the three years ended December 31, 1967, $5,499,000, $5,949,000
and NIJM respectively, was charged to income for payment into the NCR Retirement Plan including amortization
of past service costs. At December 31, 1967, the portion of past service costs still unfunded amounted to $16.330.000
which will be amortized over periods of 8 to 18 years. An additional $3,583,000 was charged to income in 1967 for
employee pension plans of major international subsidiaries.
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THE NATIONAL CASH REGISTER COMPANY
AND SUBSIDIARY COMPANIES

-
—’

NOTES TO FINANCIAL STATEMENTS-—(Coutinued)

Nots 7—Stoek Option Plan:

Under the stock option plan approved by the stockholders in 1958, there were 115,279 shares wnder option to key
employees on January 1, 1967. Options are exercisable in annual instaliments beginning one year after the dage
granted and expire five years thereafter for options granted after April, 1964, and ten years thereafter far prior options.
At December 31, 1967, 2,219 shares were available for granting of options in the future. Option prices and number of
shares in this note have been adjusted for the 5% stock dividends paid in 1960 and 1965.

The number of shares under option at December 31, 1967, and the option prices and fair value, per share and ia total,
at the dates the options were granted were as follows:

Numbes of Por.

shares share_ Total
January 22, 1959 ...ccovenennine.. 26,154 $67.34 $1,761,210
November 19, 1959 .......cvoviee. 15,586 816 906,482
April 26, 1962 ...coveeinnennaninns 5350 - 7.4 521,304
December 20, 1962 ............... 14,845 ot 1,146,925
June 25, 1964 ..ooiieeviiieni.., 8928 66.19 590,746
July 20, 1965 ..coveveeniienienne.. 5399 7410 35,620

% $220

The number of shares with respect to which options became exercisable for the three years ended December 31, 1967
snd the option prices and fair value per share and in total, at the dates the options became exercisable, were as follows:

Year eaded Nuember of Option price _Fale vaiee
December 31 _thaves Pos share Totad Pos share Yol

lm ®esesecncsscsrsosvene 7.“1 “l’-'lm : ‘ mll, w‘“"u ’ m
1966 .o.cccccveeecnnesees 9283 66.19- 102.98 715418 66.13- 8319 40
1967 ceevrerincnnnns e 9043 6619~ 97.44 693,792 9525 - 13406 1,025,003

The number of shares with respect to which options were exercised for the three years ended December 31, 1967
and the option prices and fair value, per share and in total, at the dates the options were exercised, were as follows :

Year caded Mamber of Option price Paiy valos

December 3t i shares Per share Total Por share Total
1965 ...... vecseensescene 11,420 $58.16-$ 734 $ 702516 $8250-$ 8322 ¢ 945,151
1966 ........ vevessurones 4,501 58.16- 67.34 278,403 8247- 8358 374,173

1967 ........ ceneers vesee 39,080 58.16~ 10298 2616860 9924~ 133.19 4178570

Under the stock option plan approved by the stockholders in 1966, 250,000 shares of Common Stock were reserved
for the granting of stock options to key employees, During 1967, options were granted to purchase 1,000 shares at
$67.87, the market price on the date the options were granted. All options grunted are exercisable in full one year
after the date granted and expire five years thereafter for qualified options and ten years thereafter for non-qualified
options. At December 31, 1967, 200,700 shares were available for granting of options in the future,
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! )m NATIONAL CASH RECISTFR CUMPANY
AND SUBSIDIARY COMPANIES

NOTES TO FINANCIAL STATEMENTS-—(Continued)

The number of shares under option at December 31, 1967 and the option prices and fair value, per share and in total,
at the dates the options were granted were as follows:
Optios prics and

fais valve .
Number of Por
_ sharey share Total
July 20, 1966 ...coviiniiniennnn. 10,000 $84.50 $ 845,000
September 21, 1966 ............... 30,180 6653 2,010,893
Jasuacy 3, 1967 c.cvveeerveiinnnne, 1,000 Qox 67,870
41,180 £2,923,763

During 1967, options on 48,300 shares became exercisable at option prices ranging from $66.63 to $84.50 aggregating
$3,996,929 on dates when the fair values per share ranged from $98.38 to $110.13, aggregating $5,201,538

) During 1967, options on 8,120 shares were exercised at $56.63 per share aggregating $541,036 on dates when the
fair vulue per share was $121.94, aggregating $990,152.

Fair values per share are based on the average of high and low prices on the New York Stock Exchange

The proceeds from sales of common stock under exercised options are credited to capital stock to the extent
of the par value with the balance being credited to capital surplus. _

'Nmmml'nﬁludlulnlmm:

(000 omirted)
Year ended Docember 31
1965 1966 1961
Maintenance and repeirs—charged to:
Cost of products s0ld ....coeveennirsirenenes $11310  $14440 $14350
Other eXpense SCCOUDES ...cocvveveorennes 3,534 3973 5,880
Depreciation—charged to:
Cost of products sold .......cc.covvivvivoennas $15329  $47087  $57.865
Other expense MOOUNLS ....coveereeennocsnsne 14,848 14809 21,033
Taxes other than iocome taxes:
Real estate and personal property ............ $6121 $7050 $9173
Social 2eCunity «cpecveercrvirirosirsicnrnvens 8249 12749 13,770
Sales, licenses and others .........ccvivereees 1873 1,594 1,824
FOreigR ...cvvevvensencantaranancanas cevenas 3,184 4247 3792
$19427 250640  $2B.S59
Total—charged to: - -
Cost of products sold ........oceieenns $8641 311730  $14,198
Other expense accounty ........coieeveene 10,786 13910 14,361
Rents—charged to:
Cost of products 80ld .....ocovnvinneirnnncnns $ 7115 § 927 s$112%
Other expense aCCOURLS .......vvvieniasnions 9,110 10997 1,447
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To ELecTrONIC COMMUNICATIONS, INC.:

We have examined the balance sheet of Electronic Communications, Inc. (a New Jersey corporation)
as of September 30, 1967, and the related statements of income (included under the heading *“Statements
of Income” herein), retained earnings and capital surplus for the five years then ended. Our examinations
were made in accordance with generally accepted auditing standards, and accordingly ir.cluded such tests
of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. We were unable to obtain confirmation of receivables from the United States Government;
however, we have applied other auditing procedures with respect to such receivables,

In our opinion, the accompanying balance sheet and statements of income, retained earnings and
capital surplus present fairly the financial position of Electronic Communications, Inc. as of September
30, 1967, and the results of its operations for the periods indicated, in conformity with generally accepted
accounting principles consistently applied during the periods, after giving retroactive effect to the restate-
ment of extraordinary items in 1963, 1964 and 1965 as explained in Note 2 to the “Statements of Income.”

Aztrur Axpxaszy & Co.

Atlanta, Georgia,
October 23, 1967.
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ELECTRONIC COMMUNICATIONS, INC.
BALANCE SHEETS

ASSETS
' December 31,
September 30, 1
1967 ~(Unaudited)
Current assets:
Cash ..ottt i ettt e b $ 1368256 $ 419874
Accounts receivable ........ ... iiieiiiiiiieriiieiar e, 319,727 388,329
Amounts receivable under defense contracts ................. 5,042,229 8,575,723
Inventories, at the lower of average cost or market, less progress ;
yments of $2,183,321 at September 30 and $3,392,714 at
ber 31 (NOtes 4 a0 5) vvvvvnenrnannsseneanennns 9,878,871 8,856,068
Prepaid expenses ...l 481,298 485,712
Total current assets .........covveviecnnannnne 17,090,381 18,725,706
Other assets:
Investment in and advances to 50% owned company, at cost plus
equity in net income since acquisition ..........cc000euann. 435,292 537353
Property, plant and equipment, at cost (Note 3):
7T 385,397 385,397
BUIINGS «-evnnennneenenenentee e eeneaeneneaeeannns 4,413,673 4425636
Machinery and equipment, etc. ..........ccoiiiieiiiiinnn 8,051,059 8,198,999
12,850,129 . 13,010,032
Less—Reserves for depreciation ........... e, 6,558,386 6,732,525
6,291,743 6,277,507
$23.817 416 $25,540.566

The accompanying notes to financial statements are an integral part of these balance sheets.
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“ ) ELECTRONIC COMMUNICATION )INC

BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

_ Current liabilities :

Notes pavable to—
Banks .....iceiiiiiiiiiiiiii ittt i iasneeenaa
Other .....oiiiieniiiinrersentnesossenranessonnss
Accounts payable ..........cooiiiiiiiiiiiiiiiiiia e
Accrued Federal income taxes .............ovvvvevnecannans
Accrued expenses—
Salaries and wages ..........c.ciiiiiiiiiiiritiiennnns
Pension ....covinriinrniiiiiiiiiiir it
Taxes, other thap inCOME ...c..ocvvvieernrrveneonenns
OBl .o oivitetieiettneerenateesaseestannsasaesannes
Installments on first mortgage notes payable within one year
(NOE 7) ooieriiietiiirerietrearisveisesssenasenns

Long-term debt :
First mortgage notes payable in installments to 1970 (Note 7) ..
Notes payable under revolving bank credit agreement (Note 1)
Subordinated convertible debentures (Note 2) ..............

Contingent liabilities (Note 6)

Stockholders’ equity (Notes I, 2, 8, and 11):

6% cumulative convertible preferred stock, par value $10 per
share, authorized 200,000 shares, outstanding 27,991 shares at
September 30 and 21,035 shares at December 3] . ...........

Common stock, par value $1 per share, authorized 2,000,000
shares, issued 857,984 shares at September 30, and ‘870,021
shares at December 31 (outstanding 832,137 shares at
September 30 and 851,622 shares at December 31, after
dgucting shares held in treasury) ............cieiiuanel,

Capital surplus ...c.coveveeienennrecniaritieineicernenns

Retained earfings .......ccvvvenivemvreraanroeiiiessassnsas

Less—Common stock held in uwug;czs,w shares at
September 30 and 18,399 shares at December 31, at cost

September 30, 197 .
1967 Unsudited
$ 500,000 $ —_
. 79842 79842
2,007,627 1973211
601,803 718702
753,291 628,993
442,239 556,695
172,509 97,935
136,263 419710
222,991 227,396
4,916,565 4,702,484
329,037 316,237
4,000,000 5,500,000
1,460,000 1,431,000
_ 5,849,037 7,247,237
279910 210,350
857984 870,021
6915023 7,027,347
5.246,829 5,659,616
13,299,746 13,767 334
247932 176.489
13,051 814 13,590,845
$23817.416 $25,540,566

ﬂnnmmmﬁundutowmtmuﬂeuﬁmznlunoﬂﬁmwmm
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ELECTRONIC COMMUNICATIONS, INC.

STATEMENTS OF RETAINED EARNINGS
For the Periods Indicated

Theeo Mosthe
Year Ended September 30, 5. 1967
16 1964 1968 1966 80 Umudiue)
Balance at beginning of period ....... $3,150,002 $2843128 $3210,302 $4,475569 $536735  $5,246,829
Add (Deduct) :
Net inCOME .......covvveeveenennss 307,056 $37,389 1428009 1,057872 1,226,152 458,523
Cash dividends—
6% cumulative preferred stock at
an annual rate of $.60 per share. . (22,789) (22.408) (21,538) (18,700) (17,293) (3,15%)
Common stock at the quarterly rate
of $.05 per share commencing in y
August, 1963 .........c..vvunes (37856) (147807) (141,204)  (147,385)  (165,191) (42,581)
Stock dividends—
$% common stock dividend (35,986
shares at quoted price of
$15.375 per share) ............. (553,285) - -— - — -
10% common stock dividend (77,613
shares at quoted market price of
$15.00 per share) .............. - - -— - (1,164,195) -
Balance at end of period .............. $2843,128 43210002 $4.475569 $5367,356 $5246829  $5659.616

—— e—— —— —— SSr————
————— e ——— . ——

The accompanying notes to financial statements are an integral part of these statements.
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' ) ELECTRONIC oonmumm'nd..) INC,

STATEMENTS OF CAPITAL SURPLUS
For the Periods Indicated
Thres Monthe

e —__Yoas Ended September 30, Ended
Be T e s be o g
Balance at beginning of period ....... $5.073,541  $5598280 $5.413627 $5,755,028 $5,808,262 $6,915.023
Add (Deduct) :
Par value of 6% cumulstive convert-
ible preferred i excess of par

value of commoa stock issued on
conversion (397, 1,656, 427, 5,011,
2,755, and 6,956 shares, respectively) 38 13,956 3,604 22 280 57523

shares, respectively) ............. w2 1 - - - -

| T - - 2707 11,008 (2651) 54801

vidends ......cc0000n000ee §17,299 —_ - - 1,086,582 —

former SubsMidry .....ceeeese... - - 135,090 - - -
Balance at end of pesiod .............. $5598.200 5613627 $5755,028 45808262 $691503  §7.027,347
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i) -
ELECTRONIC COMMUNICATIONS, INC.
NOTES TO FINANCIAL STATEMENTS

(Data with respect to the Three Months Ended December 31, 1967, have not been
examined by Independent Public Accountants.)

1. Revolving Credit Agreement:
ECI has entered into a revolving credit agreement with certain banks which provides that the banks will fend
up to an aggregate amount of $8,000,000 outstanding at any one time, on 90-day renewable notes, to February 28, 1970.

The agreement provides that, except with the prior consent of the lenders, ECI shall not redeess any of its capital
stock or pay cash dividends, except that such redemptions or dividends are permissible if the aggregate cost of the
redemptions and dividends in any twelve consecutive month period does not exceed 50% of ECI's net carnings for

the period.

2. Subordinated Comvertible Debentures:

The subordinated convertible debentures mature November 30. 1971, The debentures are redeemable at the option
of ECI at 102% of the priucipal amount to November 30, 1967, and at prices declining %% esch yesr theseafter., A
sinking fund deposit is required on August 31 of each year in an amount equal to 10% of net earnings for the prior fiscal
year less the principal amoont of debentures redeemed. Each $119.30 principal amomnt of debentures is coavertitde, at
the option of the holders, inte one share of ECI's common stock. At September 30, 1967, and December 31, 1967,
12,238 shares and 11,995 shares, respectively, of ECI's common stock were reserved for conversion of the outstanding

debentures.
The original amount of debentures authorized under the indenture was $2,000,000.

3. Property, Plant sud Equipment:

ECI uses substantially the straight-line method of providing for depreciation of property, plant and equipment at
annual rates applied to the cost of the assets. The estimated lives used in computing depreciation during the three

years and three months ended December J1, 1967, were as follows:

Yeuss
Land improvements ...coceevniecnnenoenans . 1020
Machinery and equipment ........cc00en0e 3-14
Furniture and fixtrwres ............. crsassnrens 320
Transportation equipment ...... creerersancnns 3-8

The costs of maintenance and repairs of property, plant and equipment are charged to cost of production or expense
as incurred. Costs of renewals and betterments are capitalized in the property accounts. When properties are replaced,
retired, or otherwise disposed of, the cost of such properties and the accumulated depreciation are deducted from the
asset and depreciation reserve accounts. The related profit or loss, if amy, is recorded in the income account.

Additions and retirements of property, plant and equipment during the three months ended December 31, 1967,
amounted to $182901 and $22.998, respectively. Accumulated depreciation on assets retired during the same period
totalled $15,813. Total additions and deductions during the period were less than 10% of the closing balaoce.

4. Ilelhod_ of Profit Accrual:

Profits are recorded on defense contracts, prior to completion thereof, where, in the opinion of management, such
profits can be reasonably estimated after taking into consideration the stage of comtract completion and estimated final

costs and prices.
50
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i) ELECTRONIC COMMUNICATI} -.)s. INC.
NOTES TO FINANCIAL STATEMENTS—(Costlinued)

8. Inventories and Cost o Sales:

Inventories (substantially work in process) are stated at the lower of average cost or market. The amotmts of
the opening and closing inventories used in the computation of cost of sales for the three years and three months ended
December 31, 1967, were as follows:

Gross Net
Amovst m Amount

September 30, 1964 .......ooeee. $ 6476028 § L4 § SH84S64
 September 30, 1965 ........... 10648356 284689 7,801,487
September 0, 1966 ......ovenne... 18200822 TAVUS 10786577

30,1967 .ocoiiinennne. 12002192 20321 9878871
December 31, 1967 ...vvveeneeennne 12248782 3392714 8856068

6 Contingent Liabilitiess

A substantisl part of the sales are made under defense coatracts subject to final price determination and statutory
renegotiation. [t is the opinion of management that final price determinations will have no adverse effect on the
sccompanying fnancial statements and that no refund of profits will be required under renegotiation.

7. Firet Morigage Notes:
First mortgage notes consisted of the following at September 30, 1967, and December 31, 1967:

Original Batssce Payabis
'?u-m o 1967 m
SHT cicieroriiiriersaconiennes §59,000 183,084 169970
612,028 543633
Less—Instaliments paysble within one year .... 1) 227,596
Long-term portion .........0iiiiiiiiiiinieen 0,03 $316.2%7
— e ———
‘The long-term portion is due as foilows:
Phc.:l‘vun
upu-::rw
Decesber 31
[ TR 237,207 $241,897
B970 oviveenenerrcossoorencacianananssossn 151,830 74,340
$389,037 $316.2%7

8. Preferred Stoek:

ECl's 6% cumulative convertible preferred stock (par, liquidation and redemption values $10 per share) is
convertible into common stock in a ratio of 1.7325 shares of common for each share of preferred. At September 30,
1967, and December 31, 1967, 48,494 shares and 36,444 shares, respectively, of ECI's common stock were reserved for
conversion of the outstanding preferred stock. In May, 1968 ECI called for redemption on July 31, 1968, all of the
outstanding preferred stock. At any time prior to July 31, 1968, such stock may be converted into common stock in
the ratio set forth above. 51
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(j ELECTRONIC OOMUNICA‘I‘: 8, INC.
NOTES TO FINANCIAL STATEMENTS—(Coatinued)

9. Retirement Plamss

ECI has established noncontributory retirement plans covering substantially all of its employees, The total pension
expense for the three years and three months ended December 31, 1967 was $153,000, 353,000, $442,239, and $116,004,
respectively, including prior service costs which are being funded over thirty-year periods from the date of the incep-
tion of the plans, The total unfunded prior service costs were approximately $1,457,000 st September 30, 1967. Pension
costs are funded currently. The actuarially computed value of vested benefits as of September 30, 1967, exceeded the
total of the respective assets of such pension fund by approximatcly $223,700 with respect to the plan which had such
an excess.

10. S-”Ianuu:ry Prefit and Lose Informatien: _
The following items are included as deductions in the statements of income included herewith:

Year caded Septambe 38,
1963 - 1966 - 1967 m,'ﬁ'
Maintenance and repairs:
Charged to—
Cost of sales .......oo0v0eee tetresrnernnes $197,91 SN BN 141,276
Other .o.vivvenreereroanasnronsorsracssne 16,886 40,488 40,531 21,027
14277 SA9671  $384410 $162,903
Depreciation of fixed assets
Charged to— :
Cost of sales ......ccvvvenveveccicnnneenes §510643  §5968775  $574,641 §nre
Other ....coovvvearerocesserrercvosarsases 80,384 84,680 niz 17,163
$591027 683458  $745.768 $109,952
—— —— —— - e——
Taxes, other than income taxes
Payvoll taxes .....cooevnerccnneononosernnanns $0S663  $736825  $699,576 $164,091
Real estate and personal property taxes ......... 144,258 156,592 183,407 9,966
State franchise and sndry taxes .............. »216 60,509 V9555 19,245
- $OI7 @RS PN RN
—1 ——— ——— 4 e
Charged to—
Cost of sales .......ccoonvnvencrnncnnss $501820  $861,105  $834,980 $202,991
Other ...covvvvvvrencrsracrconesuorans o377 112821 115,958 311
$509,197  $973926  $950,938 233,702
Rents: I - -
Charged to—
Cost of sales .. ccovvvvninnrnirnrnncennas $159698  $129347  $197.641 $ 34,616
OBl ..ivererevariecenrenrasasinencnrrens 131012 138,783 18,32 57,956
P70 BBI0 e g ese
Royalties .....cccvreenss seserse creceenes treseetens $ - $ - $ — $ —
Management and service contract fees ............ . -3_-—— ;——- 3_:- s_:_
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. i) ELECTRONIC COMMUNICATI\.45, INC.
. - NOTES TO FINANCIAL STATEMENTS—(Continned)

11, Steck Options:

\ In January, 1965, the stockholders approved a qualified stock option plan. In January, 1967, the stockholders
approved an amendment fo the plan. As 2 result of this amendment options may be granted to selected exccutives
and other key employees to purchase & maximum of 94,511 shares of common stock at not Jess than 100% of the fsir
market value at the date of grant. The options become exercisable at such times as the Board of Directors determines
at the time the options are granted, and expire five years after the date of grant. Further information relating to
this plan for the three years and three months ended December 31, 1967, is summarized below:

Number Optios Price u‘f‘-.'.'e.“c}’..":.'u
Shares PerShare = Agropiie,  _ PerSha Agpregsle
Orrons Oursraneing
As of September 30, 1967
Granted during fiscal year—
1968 ..cvveiienrerracinirrencnnns 8,060 89 $ 72459 $8.99 $ 724%
1966 ooovveriaicriainentannannes 8250 $I819t0 §28S 156,690 $I77308262 155172
19_67 ............................ 12,500 $20.00 250,000 $20.00- 250,000
: 22810 $ 0919 $ 47631
As of December 31, 1967
Granted during fscal year—
1965 .oivviarintenionnicnconnoncs 6,860 899 $ amn 8o $ 616N
1966 ...oocovvcvrsrnrrecencccacss SS500 $18S3and $2285 106667 $18S3and$2262 106414
BN {7 A veerss 9,500 $20.00 £90,000 $2000 190,000
Granted thrir1 the three months ended
December 31, 1967 .....ccovvevnens 13,500 249 333318 2459 333,318
‘ 3390 $ 91453 $ LN
Nemsber Option Price _ at mw

Sheres PerShare Aggegats, 0 PerShane  Apgreged

During fiscal year— ) )
1968 .onuneeeeeeieeenenenns eeevnnnns 2700 ®8  $ 23306 $38 ¢ 303316
i 1966 o evvveeeeeereeerennanerannases 7500  $M00m5I3 16625  $19690$2513 155594
1967 +ooveeeeeeee e e eeeens 12,500 $20.00 250,000 $20.00 250,000
Dt g pye three moatus ended December 13,500 U 3315 2469 338,318
64.200 $1,040.25 $1,042.225
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i) ELECTRONIC COMMUNICA' NS, INC.
NOTES TO FINANCIAL STATEMENTS—(Countinued)

Nu:}w ~ Optios Price o Essreised
Shaces PerShare  Agsrepste ~DerShars  _Apgeegels
Ormions Exeaciszd
During fiscal year—
1965 ..covvrennrenanns cesoresssssness 4,600 918 $ 4548 $1150t04$1925 § 6245
1966 1ovvivievreceenrnnconanncsaarans 10,100 $9.88 99,768 $1838 02208 205600
1967 oviiiieeniiieerrecniraneniines 9,510 $8.99t0 $9.88 88762 $13.38 0 §27.13 1927%
Dunnf the three moaths ended December
.............................. 6850 $8.99 to $20.00 119912 $2728 to §30.25 194944
31,060 $ 350910 $ &85

At September 30, 1967, and December 31, 1967, 70,301 shares and 63451 shares, respectively, of ECT’s commmon
llockmrauvdbrlunnahmv&htﬁspln

lnaﬂdaaqﬁmmdubmmwdbuuﬂmdafawm“mww
year 1967 to purchase 550 shares at $9.10 per share. T&wm was $5,005 and the aggregate
market value at time of exercise was §14,575.

ECI also has a restricted stock option pian, approved by the stockholders,
by selected executives and key employees; however, this plan was superseded by

the of common stock
adoption of the qulifed otock

g

option plan in 1965. Consequently, no further options can be granted under this plan. No options became exercisable
under the plan during fiscal 1967. The option prices are 85% of the market prices of the common stock at the
date of grant. Further information relating to this plan for the threc years and three months ended December
31, 1967, is summarired below:
Member Optios Price o Dhtee Orauns
Shares Por Shsse Agpregats Por Shors Appopte
Orrions Ovrstarmme:
As of September 30, 1967:
. Graated during fiscal year—
1961 .covivrinensecsnnensonsanes m $14.00 $ 248 $16.46 $ Ao
1963 ..ivvveincencnoncnccncnares 229% $977 23 $11.43 26,289
252 $25421 $30,108
e —rm g
As of December 31, 1967
Granted during fiscal year—
1961 . ciiiecnociacsionassscennne 116 $14.00 $ 164 $16.46 $ 1509
1963 .cevvennnn etsscsessnressee 1,008 $977 17 664 14 207%
1924 $19.288 $22668
— === =




()
‘) ELECTRONIC COMMUNICATIONS, INC.
NOTES TO FINANCIAL STATEMENTS—(Costinned)

' m' Value
Option Price — st Dates Evorclosble__

o
Sbaes, __PerShare  Agpregate.  _ PerShar  Aggregete
Orrrons Wacs Becanz Exxacisams:
i During fiscal year—
1985 .iieiiciieinnrerernincninenenes 5,050 $1074t0 41539 $ 61934 $BBOPL $4URE
1966 ...ovvvveercirarrrncnstroesones 2067 $10.74 792 $1788 $1,262
7917 $ 9272 $ 95488
——— p———— —— ]
Nomber Option Prics ]y M)
Sharss PerShare = Aggrogste Per Share Asgropsts.
Orrrons Exxacisee:
During fiscal yesr—
v 1968 .. .ciiiiiiiirirerietisanctonane 3,000 $10740$1317 $ 35,108 $11.50t0 $1800 $ #H918

1966 ....cccovvverrrercnncennicnnen 6,081 $1074 ¢ $15.39 79788 $170wsN0 120675

1967 tevveevvcoccrcrneansnscscronnns 3966 $77 to $12.90 41,603 $15.00 to $26.75 60
During the three months ended December

3 teeesesracveesresserresasaonen 8 $9.77 w0 $14.00 6333 $23.38t0 $27.25 15850

13645 $163,832 $265,083

—— —_— ———7

At September 30, 1967, and December 31, 1967, 2522 shares and 1924 shares, respectively, of ECI's common
stock were reserved for issuance in connection with this plan.
Certain of the foregoing information has been adjusted to reflect the effect of the 10% stock dividend in December, 1966,

No charges have been reflected in the income statement with respect to these options. When such options are
‘ exercised, ECI records the proceeds in excess of the par value of the shares (or of the cost of the treasary shares
' wed to satisfy the options) as capital surplus.
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INSPECTOR: Gerald W, Allen LICENSEE: Standard Precision,Wichit:

DATE OF INSPECTION: December 8, 1966 TYPE: Origimal

PERSONS ACCOMPANYING INSPECTCR: Jerome A. Halperin EXHIBIT
LICENSE INSPECTED: 25-R0O61-01 (E 67) 3 ‘&
PREVIOUS NC ITEMS CORRECTED (Part ial Compliance)

Past surveys, while not listing these items as noncompliance, noted that the
contamination levels were excessive at the plant and that appropriate survey
instruments and handling procedures had not been developed, Contamination
levels have been developed, hut are not being followed completely. A survey
instrument has been obtained, but was not in proper operating order at the
time of the inspection.

INSPECTION FINDINGS - INCLUDE NONCOMPLIANCE ITEMS

(1) Outside door of the stripping room was not posted as a radiation area,
SeCo 28"35'86 (B)c

(2) wvaste can was not labeled, Sec. 28-35-86 (D).

(3) The aisle in the storage area was not restricted; dose rates in this aigle are
in excess of Sec, 28-55-8l1.

(4) Contamination in the stripping room is still excessive, License Condition 14,

(5) The hood duct contained significant quantities of radium-contaminated ash.
Sec. 28-35-30,

(6) Filters were being burned. Sec, 28-35-93.
(7) Survey instruments were not in proper operating condition. License Condition 1,
(8) Surveys were not being conducted as required by Condition 13,

(9) Handling procedures for surplus instruments were not being adequately followed
as required by License Condition 14,

(10) The names of the users as listed on the license were incorrect. License Condition 1

INSPECTION RESULTS DISCUSSED WITH

C. L. Sawyer indicated that the following steps were to be taken to correct the
items noted above:

(1) The outside door of the stripping room will be posted with a sign similar to
that used on the inside door,

(2) The waste can will be adequately labeled.

(3) The aisle in the storage area will be properly restricted and posted.




INSPECTOR: Gerald W, Allen LICENSEE: Standard Precision,Wichit:

DATE OF INSPECTION: December 8, 1966 TYPE: Original

PERSONS ACCOMPANYING INSPECTOR: Jercme A. Halperin EXHIBIT
LICENSE INSPECTED: 25-RO61-0L (E 67) ; E
PREVIOUS NC ITEMS CORRECTED (Part ial Cornpliance.)

Past surveys, while not listing these items as noncompliance, noted that the
contamination levels were excessive at the plant and that appropriate survey
instruments and handling procedures had not been developed. Contamination
levels have been developed, but are not bemg followed completely. A survey
instrument has been obtained, but was not in proper operating order at the
time of the inspection.

INSPECTION FINDINGS - INCLUDE NONCOMPLIANCE ITEMS

(1) Outside door of the stripping room was not posted as a radiation area.
Sec, 28-35-86 (B).

(2) Vaste can was not labeled, Sec. 28-35-86 (D).

(3) The axsle in the storage area was not restricted; dose rates m this aigle are
in excess of Sec. 28-55-81.

() Contamination in the stripping room is still excessive,, License Condifion 14,

{(5) The hood duct contained significant quantities of radium-contaminated ash.
Sec. 28"35'900

(6) Filters were beihg burned, Sec., 28-35-93,
(7) Survey instruments were not in proper operating condition. License Condition 14,
(8) Swurveys were not being conducted as required by Condition 13,

{9) Handling procedures for surplus instruments were not being adequately followed
as required by License Condition 14,

(10) The names of the users as listed on the license were incorrect. License Condition 1

INSPECTION RESULTS DISCUSSED WITH

C. L. Sawyer indicated that the following steps were to be taken to correct the
items noted above:

(I) The outside door of the stripping room will be posted with a sign similar to
that used on the inside door,

(2) The waste can will be adequately labeled,

(3) The aisle in the storage area will be properly restricted and posted.



(%)

(s)
(6)
(7)
(8)

(9)
(10)

The stripping room will be cleaned and a proper covering for the bench tops
obtained, ' ’

Work is being started on a plan for cleaning out the flue and ducts of the hood,
Filters will no longer be burned,

The sludge gutter will be cleaned and no more filtrate allowed to accumulate in it,
The survey instrument is being returned to the manufacturer for repair, A
reliable calibration set will be purchased, The survev schedule will be
re-established at proper frequencies,

Handling procedureé for surplus instruments will be properly followed.

The users' names are to be changed on the license.

A. ADMINISTRATION

1,

2,

3

4,

Persons Contacted Title Responsibilitg
C.L. Sawyer - Chief, Quality Control T6 report under license
: requirements,
Organization - ,

(a) General

Standard Precision is a division of Electronic Communications, Inc. and the
General Manager of Standard Precision, Mr. Charles Manhart, is a corporate
vice president of the parent organization. Mr, Robert Bonnel is the assistant
general manager and Mr, C,L, Sawyer is directly responsible for these two men.
During the discussion of the administrative structure of the company, it was
learned that Mr, Howard Chadd, the individual named on the license as super-
visor of the use of radiocactive materials, is no longer assigned that duty and
had been transferred to another area in the company. It was also noted that
Mr, H,W, Scudlow and Mp, Walter Kaczocha, the persons formally active in this
area, had left the company prior to September 1, 1966. '

(b) Isotopes Committee (members and function) - none required

Radiation Safety

" Radiat ion Safety Officer (name-title-duty-authority)

Mr, C.L, Sawyer, Chief, Quality Control .
Supervises the radiation control program and has been

actively engaged in this responsibilty since October 31, 1966,
Prior to his employment by Standard Precision, he had worked for
17 years at Garwin Industries.

Instruction of Personnel

Written procedures are required by the License Condition 14, These procedures
include instructions on where the teardown and stripping operations are to be
carried out, directions concerning how the teardown and stripping is to be



B.

accomplished and special instructions concerning how the stripping solution
is to be handled after it has been used to remove radium baring paint from
dials and peinters, These procedures were submitted January 8, 1966 and have
not been changed since that date, These procedures have been distributed to
the employees who are working with the radiocactive materials.

It was noted by the inspectors that while the written procedures had not been
changed, the actual handling procedures had been changed and included burning
of used filter paper.

5. Procurement, Records of Receipt, Transfer
Description of procwurement procedure

Instruments in ocuantities of 5, 10 or up to several hundred are received at

one time in the stockroom. The instruments are usually government surplus which
have been purchased from surplus dealers or by bid from the General Supply Agency.
The bids are specific as to type and quality of the instruments, but no require-
ment is made as to the radiocactive material contained.

Records are kept in a Kardex system which contains data such as the date of
receipt, supplier, quality, accounting data and the type for each instrument.
This system does not indicate whether the instruments contain radiocactive
dials, etc. The principal instruments purchased are air speed indicators and
gyro horizons.

Comment st (procurement rate - quantity and date)
Examples of procurement rates, quantities and dates follows:
Purchased from July 1, 1966 to December 8, 1966 - 1,200 instruments of

which 100 were air speed, a few were other instruments and the remainder
were gyro horizons.,

6, Inventory of L;.censed Material Quant ity .
Licensed - Possessed . Form
Isotope
Ra=-226 700-800 gyro horizons Paint on instrument dials

ard hands

OPERATIONS, FACILITIES, INSTRUMENTATION (DESCRIPTIONS):

1, Use of Licensed Material

Licensed material is used only inasmuch as the radioactive material on surplus
 instrument dials and pointers is stripped off prior to repainting the instruments

with non-radiocactive materials and reassembling and repair of the instruments

for resale,

2. Facilities and equipment

Facilities include one large Butler type building as shown in a sketch added

to this report. Three specific areas are indicated as areas in which radiocactive
materials will be used. The first is the storage area which consists of a
stockroom on a balcony at the rear of the building and is used for storage of
intact instruments prior to teardown and stripping. This room consists of an
aisle between two long rows of shelves; the shelves at the back are the only

“hailataa el Fanvm mavmama af vadAlanardvra Alale



C. RADIOLOGICAL PRACTICES
1. Survey Program
a, Description of surveys (controlled and uncontrolled areas)

Biweekly surveys with the Ludlum meter had been carried out in January 1966
as required by the license. In the months following January, however,
survey frequency was not maintained at the biweekly level., Survey records -
indicated at least partial surveys had been performed on the following dates:
3-11-66, 7-22-66, 7-26-66, 7-29-66, 8-1-66, 8-5-66, B-8-66, 10-31-66

and no surveys have been conducted since 10-31-66.

All surveys had been reported in terms of counts per minute rather than
disintigrations per minute and no areas were defined in the survey,

b. Results (levels, etc.)
Results of the survey indicated levels from O cpm at many of the survey
points to 3,000 cpm. The survey points that are consistently high were

Nos, 1,2,4,5,6,7,8,10,18 & 19. Sample readings at these points were taken
on 8-8-66:

1; 1,200 cpm; 2, 1,500 cpm; 3, 500 cpm; 4, 600 cpm; 5,°1,000 cpm,
2. Personnel Monitoring

Personnel monitaring by film badge or pocket dosimeter is not and never
has been used by Standard Precision, '

3. Waste Disposal
Descript ion:

In the stripping room, a paint stripping solvent (Stanasol; Stoddard solvent)
is used to strip the radioactive paint from the faces and hands of the radium
painted dials., This radium contaminated solvent is then filtered by suction,
the filtrate or supernate is washed down the drain into the sewers and the
filters are burned and the ash collected for storage and disposal to a
commercial waste disposal organization., No analysis had been run on the
supernatent and there have been no disposals of the waste ash. The stripping
solut ion before filtration is stored in a stainless steel can with a clasp
top and the ash from the burned filters is stored in a one gallon bucket with
no 1id, There has heen no disposal of weste licenses issued,

4, Leak Tests
Not required
D. MISCELLANEOUS
1, Incidents: None
2. Inspector's Survey Results:

From the map included in the report, the following area numbers and the following
surveyv results are reported by the inspectors at the time of the inspection:



3.

4.

5.

€.

The second area is designated a teardown area, It is an area about 20 ft. by 20 ft,

containing workbenches where the instruments are torn down., The area is not
separated physically from the other parts of the plant and is designated
administratively as semi-restricted, This area is used solely for the teardown
of possibly radioactive dials and this is a sporadic procedure,

The third area is the stripping area and is the only campletely restricted area,
The entrance is limited to those persons working in the area, The connecting
doar to the remainder of the plant is posted adequately; however, the door to

- the yard outside the plant was not posted. The area designated as the stripping

area contains two stainless steel work top benches, a hood, a work table and is
used for starage of the radiocactive waste in the solvent and dry forms.

Storage

Starage of the possibly radicactive dials is accomplished in the storage room
described above, Storage of the radiocactive materials stripped from the dials
is accomplished in the stripping room in a stainless steel bucket with a snap
top 1id. After the solvent has been filtered, starage of the ash from the
burned filters was accomplished in a second bucket that was not at the time of
the inspection fitted with a lid. Neither of these buckets was adequately
posted. :

Restricted area, vhere and who controls?

The only completely restricted area at the time of the inspection was the
stripping room which is controlled administratively by Mr. C.L. Sawyer,

. It was adequately posted on the door opening into the plant but was inadequately

posted on the outside door,
Instrumentation (type-range-operable-calibration)

The only instrumentation available are Ludlun Model 12 with a 1.5 inch

- diameter probe and a civil defense Geiger counter. No calibration equipment

was available for either of these instruments, except for three alpha check
sources of nominal 250, 2,500 and 25,000 counts per minute (cpm) supplied by
the Kansas State Department of Health., It appeared that the alpha instrument
was not functioning properly at the time of the inspection and return to the
manufacturer for repair was recommended. '

Posting and labeling (include control devices)
a. Area posting: The stripping area and the storage area are both posted as
' containing radicactive materials and entrance into the
stripping area was restricted.

b. Container labeling: MNeither of the waste containers were labeled properly,

c. Source tags: Not applicable



Ll ) I.
Fixed Contamination Survey With PAC-3G Alpha Meters

]

Re sult‘s:

: _Areé Number dpm/ 60 cm?2
'1 . " 200,000 +
2 ' 50, 000
3 16,000
M ' - 5,000
5 ' 20,000
Bench Top
(Left end) (center) ) (Right end)
4,000 ' 40,000 | 12,000
‘6 . 20,000-30, 000
7 , o 3,000
8 " 6,000
9 ‘ 20,000
10 , _ 2,000-6, 000
mnoo. I 5,000-6,000
12 S _ 5,000

13 o 600

S00' (10 inches front door)

1y 600

15 g | 200 (30 inches front doot)
le | 12,000

17 - : 40,000

18 ' 12,000

19 : _ 1,000

20 600

21 . 400-1,000

(one spot 15,000-18,000)



Area Number . dpm/60 cm?

22 800
23 400-1,060
2 | | 800
25 80O
26 500
27 : 800-1,000

Removable alpha contamination: Filter paper wipes counted in IPC

Smear Number Area Number dpm/100 cm?
12 21 at area of hot spot ut;
1y " " | _ | 102
15 1 174
16 4 125
17 10 351
18 Stripping room work area
at highest alpha count 275.0
19 | Stripping room work area
at highest alpha count . l98
20 Inside of waste can 602.0
21 Inside of hood 1008.,4 = 19,9/sample

16.2 dpm/mg
or
16,200 dpm/gram

Air samples were taken at flow meter reading of 40 (equivalent to 3.06 1l/min.)
for 10 minutes through AA millipore filters with a Gelman battery powered pump,
and counted immediately with the PAC-3G Eberline Alpha meter, Nothing over back-
ground was obtained from either of the air samples; one taken near the hood and
one taken over the bench top in the stripping room,



The gamma levels at various loccations in the plant, taken with a NUCOR CS-40A
ionization chamber:

1., Stockroom aisle near the supply of gyro horizons - 2-5 mR/hr.

2. Middle of stripping room - 1 mR/hr.

3, Drain gutter " " -« 5 mR/}m.
4, Sink area " " - 2mR/hr,
5. Hood at top inside " - 60 mR/hr,
6, Hood working space " - 11 mR/hr,

Samples were collected of stripping solvent (A) and material in gutter (B)

Labcratery evaluation is as follows:

A, 500 lambda sample of liquid dried and counted in IPC yiélded gross alpha count
of 740 dpm/ml, .

B. 428 mg, of solid dried and counted in IPC yielded a gross alpha count of 8. 86
dpm/mg cr 8,860 dpm/gram,



KANSAS STATE DEPARTMENT OF HEALTH
ENVIRONMENTAL HEALTH SERVICES

Subject—_Standard - Precision-—Division DatQocember—8—1966~——
Reviewed by. Checked ) Sheet—__of _____ Sheets
= | ]
2 1
L '
' 1
] |._'..__ i1 | 1
| . NN n | R
i | SARKIN :
Y
/]
\
N
oD N
N an.x
BENe L
7 N\ (4 ’Jrl A
NG H !
|t \ /]
\\
\\
TN 2
X 1
4 ~ K )
A0
AN
—
ANS ¥
FAN
N
. ) I
ANSE < , 1 i . i ?
AN . I . P
N ! TARAG o) ; : !
j STORAGH BuckET| FLTER As :
. L I 1 !
S._‘ ! I
Aﬁﬂr | ;
! AA AN MOP - A
! L | i R '@_l 41 ] [
P R WA e IR R




KANSAS STATE DEPARTMENT OF HEALTH
ENVIRONMENTAL HEALTH SERVICES

Subject. Date
Teae Dron  Nven
Reviewed by Checked.. . : Sheet—___of ____ Sheets
! A . ; '
: +- . . j L R
1 i | - !
r‘"—sz 1 ’ T i
F. Ny 4 HE
pavar.
8
) %
E 2
N
™
s
!
i T T
. L ' { 1
! i ] i
L } i : |
! : :
' [ T
T " 0
I i | [ |
- Il L : L 2 |
; '- IR R N A
11 ! ; R T T




KANSAS STATE DEPARTMENT OF HEALTH
ENVIRONMENTAL HEALTH SERVICES

Subject Date
SYORAGQGE AREA
Reviewed by Checked Sheet______of Sheets
o8y.m
! + L ‘i_ i I; H 4 ' i
| ' ) | ' - " l i i 5 | ;'
" " ~x ' . [ !
'ILh!""J'nL ! ' \ Nhe lA i
%o LE.
SHeLyS L SH EL
N
\E C:T <4 WELM NG
>
{
i
© <
[
|
]
r -+ ¢
I : )
L ] L1 R n .




gXHIBIT

State Department of Health g
. Topeka

MEMORANDUM

Date February 2, 1967

To: File

From: Jerome A, Halperin, Chief, Radiological Health Section %

Subject: Telephone Call to Mr, C.L. Sawyer of Friday, January 27, 1967

On Friday January 27, I contacted Mr, C.L. Sawyer and indicated to him
that this Department has recently received a proposal from the Eberline
Instrument Corporation of Santa Fe, New Mexico with regard to the studying
and decemtamination of a radium dial stripping company in Kansas as part
of a regearch project under contract with the U,5, Public Health Service,
National Center for Radiological Health,

In that we had just sent a requirement letter to Standard Precision advising
Sawyer of the findings of owr inspection made in December 1966, I felt it
necessary to request Mr, Sawyer not to perform any decontamination until

we had recontacted him in regard as to whether Standard Precision had been
selected as the target campany for study under PHS contract,

JAMH:re
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_STANDARD PR'ECISIO.N DIVISION

o -.\ s . 4 Electronic Communications, Inc.

. 4105 WESTY PAWNEE * BOX 1297 o WICHITA, KANSAS 67201 » WHitehall 2-324) o TELEX 41.716

o ELECTRONIC EQUIPMENT
e INSTRUMENTATION
» ELECTRO — MECHANICAL EQUIPMENT

February 17, 1967
EXHIBIT

Mr. Jerome A. Halperin l D
Environmental Health Services

Kansas State Department of Health.

Topeka, Kansas

Dear Mr. Halperin,

This letter will confirm our interest in the proposed decontamination program you
outlined to Mr. Sawyer via telephone. We understand a meeting will be scheduled
to discuss the proposal details and establish the ground rules of the program.

This proposal is understood to consist of a survey to determine the level of con-
tamination and flow of the instruments containing the contaminate followed by

actual decontamination processes. Included in the program are ingestion exami-
nations and tests of employees, present and past, that handled the disassembly-
cleaning operations of the referenced instruments. Concluding will be consult-
ations with Standard Precision control personnel relative to methods and procedurea
to maintain safe radiation levels.

We are cognizant of the disposal responsibilities and the storage requirements prior
to disposal relative to the contaminate collected.

Please proceed with the planning of the discussion meeting which we understand
will include you and a representative of the Eberline Instrument Corporation, the
participating firm. Also, please keep us informed so that we may arrive at a
mutually satisfactory date for subject meeting. .

. Very truly yours,

W& e 788

W. E. (Gene) Hill
‘Quality Control Manager
mkl
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ViiL- 4105 WEST PAWNEE o BOX 1297 ¢ WICHITA, KANSAS 67201 « WHitehall 2-3241  TELEX 41-716

o ECECTRONIC EQUIPMENT
© INSTRUMENTATION
¢ ELECTRO —~MECHANICAL EQUIPMENT

February 17, 1967
EXHIBIT

Mr. Jerome A. Halperin g D
Environmental Health Services

Kansas State Department of Health.

Topeka, Kansas

Dear Mr. Halperin,

This letter will confirm our interest in the proposed decontamination program you
outlined to Mr. Sawyer via telephone. We understand a meeting will be scheduled
to discuss the proposal details and establish the ground rules of the program.

This proposal is understood to consist of a survey to determine the level of con-
tamination and flow of the instruments containing the contaminate followed by

actual decontamination processes. Included in the program are ingestion exami-
nations and tests of employees, present and past, that handled the disassembly-
cleaning operations of the referenced instruments. Concluding will be consult-
ations with Standard Precision control personnel relative to methods and procedures
to maintain safe radiation levels.

We are cognizant of the disposal responsibilities and the storage requirements prior
to disposal relative to the contaminate collected.

. Please proceed with the planning of the discussion meeting which we understand
will include you and a representative of the Eberline Instrument Corporation, the
participating firm. Also, please keep us informed so that we may arrive at a
mutually satisfactory date for subject meeting.

' Very truly yours,

W& e 2189

W. E. (Gene) Hill
‘Quality Control Manager
mkl
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nr. ¥, B, M) . Page =2~ July 11, 1967

A simpls control program that we recommend for your .faémw is on-
closed, )

The information you nead for your new licanse application is listed
by item number on the applisation blank. Ths related information
you nsed to answer the letter of non-compliante is also enclosed.

Pleass continue to wear film badges, take alr samples eto, as out-
lined previcusly until further notice. Take & sourcs reading each
time you change sanples 30 I can use this as a tims nark on the
chart as well a8 for calibration pirposes. Send mns the urine san-
Ples as soon &8 possidble 8o we can oamplets this phase of cur pro-

Call me if you have any questions about all of this, We thoroughly
appr»uumw.

Very tmly yours,

EBSRIINE THSTHRMXNT CORFORAXION

Brio L. Geiger, Manager
Department of Radiocchexistry

Elb/ula
Enclosures .
s MNr. Jerame Halperin, Kansas State Dept. of Health, Topska, Kansas
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THE NATIONAL CASH REGISTER COMPANY

ELECTRONIC COMMUNICATIONS, INC.

EXCHANGE OFFER

Agreement

Dated as of May 20, 1968
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THE NATIONAL CASH REGISTER COMPANY

ELECTRONIC COMMUNICATIONS, INC.

EXCHANGE OFFER

AGREEMENT, dated as of May 20, 1968, between The National Cash
Register Company, a Maryland corporation (*NOR’’) and Eleetronic Com-
munications, Inc., a New Jersey corporation (“ECI"):

Wazneas, NOR wishes to obtain not less than 80% of the outstanding
Common Stock of ECI in exchange for shares of Common Stock of NOR at
the rate of one share of Common Stock of NCR for each two shares of Common
Stock of ECT, such exchange to be effected by NCR through an exchange offer
made directly to the holders of Common Stock of ECI (the *“ Exchange Offer’’) ;

Wazeaeas, the Board of Directors of ECI at a meeting thereof held April
1, 1968, by unanimous vote approved the Exchange Offer, subject to certain
conditions, and voted to recommend to the holders of Common Stock of ECI
that they exchange their shares of ECI’s Common Stock for shares of NOR's
Common Stock in accordance with the terms of the Exchange Offer; and

Waeneas, ECI wishes to cooperate with NOR in effecting the Exchange
Offer; . _

Now, THEREFORE, in consideration of the foregoing and subject to the terms
and conditions hereinafter set forth, the parties hereto agree as follows:

I

1.1. The term “Expiration Date’’ as used herein shall mean the 30th day
after the commencement of the Exchange Offer or such later date, not later than
the 60th day after such commencement, as NOR shall designate as the Expira-
tion Date of the Exchange Offer.

- 12, The term “‘Closing Date’ as used herein ehall mean the tenth business
day next succeeding the Expiration Date.

o

ECI agrees as follows:
2.1, Prior to the Closing Date, it will not engage in any transaction other
than transactions in the ordinary course of business except that it may (i) sell



i) | ()

the assets of its Benson Manufacturing Division for either cash in an amount,
before deducting expenses and commissions, not less than the net book value .
‘ of such assets or such other- consideration as may be satisfactory to NCR;
(ii) pay regular quarterly cash dividends not in excess of $0.05 per share on its
outstanding shares of Common Stock and not in excess of $0.15 per share on its
6% Cumulative Convertible Preferred 8tock ; (iii) call for redemption all of its
outstanding shares of 6% Cumulative Convertible Preferred Stock; (iv)
purchase or call for redemption for the Sinking Fund the Convertible Subor-
dinated Debentures of The Benson Manufacturing Company (the ‘“‘Benson
Debentures’’) assumed by ECI and (v) pay its expenses (including the fees of
its counsel and independent public accountants) in connection with the negotia-
tion and preparation of this Agreement, the registration statement on Form

tSh-: r;ferred to below, the Exchange Offer and the transactions contemplated
reny.

22. ECI will not, prior to the Closing Date, declare or pay any stock
dividends or split or otherwise subdivide or reclassify its outstanding shares of
Common Btock, or issue, or deliver from its treasury, any shares of such Com-
mon Stock except upon conversion of its 6% Cumulative Convertible Preferred
Stock or upon conversion of the Benson Debentures or upon exercise of out-
standing stock options, or issue, or deliver from its treasury, any shares of its
6% Cumulative Convertible Preferred Stock, and prior to that date, ECI will
not grant any additional options to purchase shares of its stock pursuant to
o its Restricted or Qualified Stock Option Plans or otherwise.

23. ECI will cause its officers, employees, agents, accountants and counsel
fo cooperate with NCR in such reasonable investigation as NOR shall deem
necessary of the business, properties and records of ECI and in the preparation
of the registration statement on Form 8-1 referred to below and will supply
NCR with such additional information and-material as it may reasonably
require in connection with the Exchange Offer, including a letter to accompany
the Exchange Offer and to be addressed to the holders of Common Stock of
ECI, in form satisfactory to NCR, recommending to such holders the acceptance
of the Exchange Offer, such letter to be signed by the Chairman of the Board
.and the President of ECI by order of the Board of Directors. -

2.4. Between the date of this Agreement ard the Closing Date, ECI will
not entertain, recommend or negotiate in respect of, any other exchange offer
or any plan of merger, consolidation, sale of assets (other than the assets of
the Benson Manufacturing Division) or other similar corporate reorganization.

VV 2.5. Not less than twenty full business days preceding the Closing Date,
; é E (I will deliver to NCR a list of all officers and employees holding outstanding

&,6% |
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options to purchase Common Stock from ECI in sufficient detail to permit
NOR to_prepare for delivery at the closing on the Olosing Date_substituted
stock options as contemplated in Section 3.5 hereof.

11
NCR agrees as follows:

. 8.1. To proceed to prepare and file with the Securities and Exchange
Commission a registration statement ori Form 8-1 tnder the Securities Aet of
1933 covering the shares of its Common Stock to be offered to the holders of
Common Stock of ECI pursuant to the Exchange Offer and to use its best
efforts to cause such registration statement to be ordered effective.

3.2. As promptly as practicable after the said registration statement has
become effective, to offer o the holders of all of the outstanding Common Stock
of ECI to exchange Common Stock of NCR for their shares of Common Stock
of ECI in accordance with the terms of the Exchange Offer, such offer to be
made in such manner as will, in the opinion of counsel for ECL, qualify the
acquisition of shares of Common Stock of ECL by NCR as a tax-free reor-
ganisation pursuant to Seetion 368(a) (1) (B) of the Internal Revenue Code of
1954, as amended.

3.3. In the event that the outstanding shares of NOR’s Common Stock
are at any time after April 1, 1968 changed in number or class by reason of
a split-up, merger, consolidation or recapitalization or by reason of the pay-
ment of a stock dividend, to adjust proportionately the exchange ratio under
the Exchange Offer to reflect such action.

3.4. Provided the Exchange Offer is consummated as herein contemphted,
upon the request of any former stockholder of ECI who may, in the event
such stockholder wishes to dispose of his shares of Common Stock of NOR,
be deemed to be an “underwriter”” as defined in Section 2(11) of the Secu-
rities Act of 1933, to amend or supplement the said registration statement and
related prospectus (the ‘“‘Prospectus’’) at NOR’s expense so as to permit
its use by such stockholder in effecting sales of Common Stock of NCR; pro-
vided, however, that the obligation of NCR to so amend or supplement the said
registration statement and the Prospectus shall expire and terminate twenty-
four months after the Closing Date; and provided, further, that after the
Closing Date NCR shall be obligated to amend or supplement the said regis-
tration statement no more than once in each of the two twelve-month periods
ending on the first and second anniversary dates thereof, unless the requesting

3
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stockholder shall agree to pay the expenses of NCR in connection with the
preparation and filing of such amendment or supplement.

. ¢ 3.5. At the closing on the‘mosmg Date, to deliver, to the holders of
'f‘/’% outstanding stock options granted by ECI to its employees under ECI’s

Restricted and Qualified Stock Option Plans, upon cancellation of their said

options to purchase ahares of Common Stock of B ﬁ__tmmm
(inamotmhan{ath‘ gu_ivalenttothe]ix__c__bmgg er) to purchase shares

\'/ 0 's Common Stoek, which options shall, in the opinion of counsel for ECIL,
have terms which meet the requirements of Section 426(a) of the Internal
Revenue Code of 1934, as amended, and as promptly as practicable after the

/ Olosing ﬁaﬁ to prepare and file a registration statement on Form N0 under
of 1933 covering the shares of NOR’s Common Stock subjest
to such gp_ﬂ;
yf" . 8.6. That it shall be obligated to accept for exchange at the ratio provided
A\'  herein all of the shares of Common Stock of ECI tendered in response to the
V)Y' 9  Exchange Offer prior to the Expiration Date when certificates for 711,936
3 shares of ECI Common Stock, plus 80% of any additional shares of such
-[' Common 8tock issued after April 30, 1968 upon conversion of the Benson
Debentures or upon exercise of outstanding stoek options, have been deposited
by the holders thereof with the Exchange Agent.

v
'b The obligations of ECI hereunder are subject to the fulfiliment of the
following conditions: _
4.1. Between the date of this Agreement and the Closing Date, @ NCR
have performed or complied with all of its agreements and obligations to be
performed or complied with hereunder on or before the Closing Date; @ there
shall have been no material adverse change in the eondition of NCR, financial or
otherwise, gince the date of the Consolidated Statement of Financial Position
~ contained in the Prospectus; (jii) the shares of NCR’s Common Stock to be
o delivered to ECI stockholders pursuant to the Exchange Offer and to be subject
'.‘ to the options referred to in Section 3.5 above will be approved for ligting
}? on the New York Stock Exchange on notice of issue; and.(iv) ECI shall be
bd‘ furnished with a certificate of NCR, signed and verified by its President or a
Vice-President and its Secretary or an Assistant Secretary, dated the Clos-
ing Date, certifying on information and belief as to the fulfillment of the con-
ditions specified in (i), (ii) and (iii) above.

P 42. The shares of NCR’s Common Stock to be dehvered to the holders of
/ ‘/Gommon Stock of ECI pursuant to the Exchange Offer when go delivered will

4
-
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have been duly authorized, validly issued, fully paid and non- asaeuable, and
ECI shall have received an opinion of Shearman & Sterling in form and sub-
stance satisfactory to ECI and its counsel dated the Closing Date to such ch effect.

43. Between April 1, 1968 and the beginning of the Exchange Offer there
shall have been no change in the market price of NCR’s Common Stock (as
reported by the New York Btock Exchange) which in the opinion of a majority
of ECI’s Board of Directors is materially adverse to the holders of Common
8tock of ECL

4.4. On or before the Closing Date, ECI shall have received from the
‘Internal Revenue Service a tax ruling satisfactory to Messrs. Ballard, Spahr,
Andrews & Ingersoll, counsel for ECI, to the effect that the exchange of stock
contemplated by the Exchange Offer will qualify as a tax free reorganisation
within the meaning of SBection 368(a) (1) (B) of the Internal Revenue Code
of 1954, as amended.

4.5. Prior to the beginning of the Exchange Offer, ECI shall have received
from NCR its investment representation in respect of the shares of Common
Stock of ECI which NOR will aequire as a result of the Exchange Offer.

4.6. Prior to the beginning of the Exchange Offer, ECI ahall have received
a letter from Price Waterhouse & Co., stating in effect that on the basis of a
reading of the latest available unaundited interim finaneial statements prepared
by NCR (which reading does not constitute an examination in accordance with
generally accepted auditing standards), and consultations with officers of NOR
responsible for financial and accounting matters, nothing has come to their
attention which would eause them to believe that during the period from Decem-
ber 31, 1967 to a specified date within five days of the begixming of the Exchange
Offer there was any material adverse change in the financial position of NCR
from that set forth in the balance sheet as of December 31, 1967 or any material
adverse change in the results of operations as compared with the corresponding
period in the preceding year, except in all instances as set forth in or contem-
plated by the registration statement referred to above and the Prospectus or as
occasioned by the deelarahon or payment of dividends.

v

The consummation of the Exchange Offer on the Closing Date is subject to
the satisfaction on or before such date of each of the following conditions pre-
cedent, all of which are provided for the benefit of NCR and any of which, other
than the condition contained in Section 5.19 hereof, may be waived by it in

whole or in part:
5
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J 5.1. On the Closing Date, ECI shall be a corporation duly organized and
existing in good standing under the laws of the State of New Jersey, and quali-
fied to transact business as a foreign corporation in the states of California,
Florida, Georgia, Illinois, Kansas, Maryland, Missouri, Ohio and Texas; its
authorized, issued and outstanding capital stock shall be as stated in the
latest balance sheet of ECI (the ‘‘Balance Sheet’’) included in the Pro-
spectus (except that the number of issued and outstanding shares of Com-
mon Btock of ECI may be increased by the exercise of stock options and as
a result of conversions of the Benson Debentures and its 6%, Cumulative Con-
vertible Preferred Stock up to an aggregate of 85,723 shares of Common Stock)
and all of its issued and outstanding shares of Common Stock shall be duly
authorized, validly issued, fully paid and non-assessable.

, 52, On the Closing Date, ECI shall have performed or complied with
- all of its agreements and obligations to be performed or complied with here-
under. '

. 5.3. On the Closing Date, ECI ghall have no material liabilities or obliga-
tions of any nature, whether absolute, accrued, contingent or otherwise, exeept
those disclosed in writing to NCR prior to the date hereof or as contemplated
by this Agreement and except (i) liabilities as reflected in the Balance Sheet
and the notes thereto, and changes with respect to liabilities as may have
occurred since the date of the Balance Sheet, none of which changes shall
have been materially adverse; (ii) liabilities arising out of purchase orders
or commitments ariging in the ordinary eourse of business, including liabilities
with respect to capital additions, repairs or replacements, and other programs
and projects which have been authorized by the Board of Directors on or before
April 1, 1968; (iii) liabilities under contraets, agreements, leases and licenses
entered into with respect to expenditures, programs and projects authorized
on or before April 1, 1968, by the Board of Directors of ECI or by officers
acting pursuant to its authority; (iv) liabilities under leases entered into on
or before April 1, 1968, and under leases entered into thereafter in the ordinary
course of business; and (v) liabilities under ECI’s revolving credit agreement
with certain banks not in excess of $8,000,000, unless consented to by NCR.

5.4. Prior to the beginning of the Exchange Offer, NOR shall have been
furnished with a schedule of all contracts and agreements (other than contracts
and purchase orders in the ordinary course of business); leases and licenses
to which ECI is a party or is the licensee as of the date of the Balance Sheet;
and on the Closing Date ECI shall not be a party to or the licensee under any
contract, agreement, lease or license other than those reflected in such schedule,
except contracts ‘(including capital expansion and improvement contraets),

6
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agreements, leases and licenses made or entered into after the date of the
Balance Sheet in the ordinary course of business, none of which is a burdensome
contract, agreement, lease or license materially adversely affecting its business,
operations or financial condition; and to the knowledge of ECI’s officers each
contract, agreement, lease or license to which ECI is a party or under which
it is the licensee and which has not been fully performed in accordance with
its terms shall be valid and enforceable. Included in the schedule shall be a
list and summary description of all patents, patent applications, trademarks,
trade names and copyrights owned, held or used by ECI or, in the opinion of
the officers of ECI, required to enable it to conduct its business as presently
conducted, and on the Closing Date the same shall be valid and in good standing
and owned by ECL

v* 65, Prior to the beginning of the Exchange Offer NOR ghall have been
furnished with a schedule setting forth a summary description of the plants
and all other property owned or leased by ECI as of the date of the Balanes
Bheet; and on the Closing Date ECI shall have good and merchantable title
to all the real property owned by it, described in such schedule, and all other
property and assets reflected in the Balance Sheet (other than property and
assets disposed of after the date of the Balance Sheet in the ordinary eourse
of business or as contemplated by this Agreement), free and clear of all liens
and encumbrances other than as reflected in the Balance Sheet and the notes
thereto or in such schedule but subject to: (i) such minor imperfections of title
and encumbrances as are found in properties of similar character, public ways,
eagsements for power and utilities transmission, railroad rights of way, and
other encumbrances, restrictions and easements, rights and licenses which may
be outstanding, which do not in the aggregate materially detract from the value
of such property or assets or materially interfere with the present and con-
tinued use thereof in the norLial conduct of the business conducted thereon
and thereby; (ii) liens for taxes not yet due or which are being contested in
good faith by appropriate proceedings, and (iii) other liens, charges and
encumbrences incidental to the conduet of the business of ECI or its ownership
of its properties and assets which were incurred in the ordinary course of
business and not incurred in cormection with the borrowing of money or the
obtaining of advances or credit and which do not in the aggregate materially
detract from the value of such property or assets or materially impair the use
thereof in the operation of the business of ECI; and on the Closing Date NOR
shall have been furnished with a certificate, signed by the President or a Vice-
President of ECI (based on bis information and belief), dated the Olosing ¢ <%
Date, to the effect that BOL has good and merchantable title to substantally -~
all its properties, subject to the exceptions reforred to in clauses (i), (ii) —

1
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and (iii) of this Section and that there have been no material adverse claims
against such properties. ‘‘Merchantable title’ as such term is employed herein
means such fee title as is ordinarily required by a reasonable purchaser of like

~ property, subject as aforesaid.
v/

8.6. On the Closing Date, the plants, warehouses, machinery and equip-
ment of ECI shall be in good operating condition, free of any defects except
such minor defects as do not and will not substantially interfere wita the
continued use thereof in the conduct of normal operations, and the business
and properties of ECI shall not have been adversely affected in any substantial
way as the result of any fire, explosion, accident, flood, strike, walkout, com-
bination of workmen, war in which the United States is a combatant, or act
of God.

5.1. Prior to the beginning of the Exchange Offer, NOR shall have been
furnished with a schedule setting forth a summary description of all policies of
fire, liability and other forms of insurance held by ECI on its properties and
assets; and on the Closing Date such policies or other policies in comparable
amounts and scope of coverage shall be duly in force.

5.8. On the Closing Date, ECI shall have filed all United States income tax
returns which, to the knowledge of its officers, are required to be filed, and ECI
ghall have paid all taxes as shown on such returns and on all assessments
received by it to the extent that such taxes have become due; the United States
income tax returns of ECI shall have been andited by the Internal Revenus Ser-
vice and all liabilities shown by such audits satisfied for all fiscal years prior to
and including the fiscal year ended September 30, 1964; and, except as may be
disclosed to NCR prior to the signing of this Agreement, the provision for ac-
crued income taxes in the Balance Sheet shall be adequate, to the extent re-
quired by generally accepted accounting principles, to provide for all known
contingencies,

“ 59, On the Closing Date, substantially all the accounts receivable of ECI

" as reflected in its books of account on that date shall all be valid and collectible

substantially in the net amounts therein set forth. _
5.10. On the Closing Date there shall be no litigation before any court or
proceedings before any federal, state or other governmental commission, board
or other agency, pending or to the knowledge of ECI’s officers threatened
against or affecting BCI or in which ECI is or may be a party or of which any
property of ECI is or may be the subject, which may result in any material
adverse change in the business or property of ECI, and NCR shall have been
furnished by ECI prior o the commencement of the Exchange Offer with a list
of all actions, suits, and proceedings (if any) which are then pending or
threatened against ECI, and on the Closing Date a supplemental list of any

8
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additional actions, suits or proceedings which may be or to the knowl-
edge of ECI's officers threatened against BOL on the Closing Date, both such
certified on information and belief by the President or a Vice-Presi-
dent of FOT
On the Closing Date there shall not be any pending or threatened litigation

in any court or any proceeding by any governmental commission, board or
agency, with a view to seeking or in which it is sought to restrain or prohibit
consummation of the Exchange Offer or in which it is sought to obtain divesti-
ture, rescission or damages in connection with this Agreement or the consum-
mation of the Exchange Offer, and no investigation by any governmental agency
shall be pending or threatened which might eventuate in any such suit, action

or other proceeding.

611, Since the date of the Balance Sheet and up to and including the
Closing Date, ECI ehall not have (i) issued or sold any stock, bond or other
corporate security issued by it or incurred indebtedness for money borrowed,
other than shares of Common Stock issued pursuant to stock options or upon
conversions of the Benson Debentures or the 6% Cumulative Convertible
Preferred Stock and other than indebtedness evidenced by notes in the aggre-
gate prineipal amount of not more than $8,000,000 issued in connection with
borrowing under its revolving credit agreement with certain banks, or paid
any dividend or made any distribution to its stockholders, other than regular
quarterly dividends of $0.05 per share on its Common Stock and regular
dividends at the rate of 6% per azmum per share on its 69, Cumulative Con-
vertible Preferred Stock ($10 par) and payment of the redemption price of
any shaves of its 69, Cumulative Convertible Preferred 8tock which ECI may
have called for redemption; (ii) discharged any obligation or liability incurred
other than in the ordinary course of business or as contemplated by this Agree-
ment; (iii) ‘mortgaged or pledged or, except in the ordinary course of business,
subjected to lien or other encumbrance any of its property or assets, other
than liens and encumbrances incidental to the eonduet of its husiness or the
ownership of its property and assets and not incurred in connection with the
borrowing of money or the obtaining of advances or credit and which do not
in the aggregate materially detract from the value of its property or assets
or materially impair the use thereof in the operation of its business; (iv)
increased the rate of compensation to or to become payable to any of its officers,
employees or agents, other than increases in the ordinary course of business,
or amended, modified or altered any pension, compensation or profit-sharing
Plan 80 as to increase its benefits or the cost thereof to ECI other than amend-
ments, modifications and alterations resulting from negotiations with unions
representing employees of ECI; (v) granted any options to purchase shares

9
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of its Common Stock, or (v;) effected any change in its certificate of ineorpora-
tion or by-laws except in connection with the redemption of its 6% Cumulative
Convertible Preferred Stock.

- 6.12, On the Closing Date, there shall have been no material adverse
cha.ngemtheﬁnmalcondmonorauetsofEOItromthoseaetforﬂninthe
Balance Sheet; ECI shall not be in default, regardless of any graee period,
with respect to any material contract, agreement or other instrument to which
it is a party or by which it is bound, and ECI shall not have suffered any
material loas, damage or destruction of any of its property or assets which is
not fully covered by insurance and which might materially and adversely affect
its business or operations.

- 518, OntheOlodngDate,NOBnhallhavebeenfnrnhhedthhaecﬁ
fieate of its President and its dated

6// the Closing Date, certifying on information and and in such detail as

.
W ¢
%
t

may as to the fulflliment of the conditions
iIn Bections 5.1 to 5.4 and 5.6 to 5.12, inclusive, of this Article V, and to the
mﬂ;ttotheirhawhdiethnmuemddmsmmtorﬂndmfm
mkwormmompnmemmﬁmm&ﬁem
honoftho&mmﬁomeontengﬂahdbythisw

5.14. NORMMNMMMMBAMS&AM&

/g,\/mot an opinion, dated the Closing Date, in form and
substance sstisfactory to it and to it referred

to it and to its counsel, covering the matiers
to in Section 5.1 of this Article V.

5.15. NOR shall have received opinions or title reports, dated the Closing
Date, in form and substance satisfactory to it and to its counsel, to the effect
that ECI on the Closing Date had good and marketable title to the real prop-
erty rellected In the Balance Sheet and any real property acquired since
the date thereof free and clear of all liens and encumbrances as stated in

Section 5.5, subject only to the exceptions mentioned in the said Section 55.

5.16. On the Closing Date, a registration statement under the Securities
Act of 1933, as amended, covering the shares of Common Stock offered pursuant
to the Exchange Offer shall be effective and no proceedings shall have bee
instituted or threatened by the Securities and Exchange Cdmmission for the
purpose of suspending the effectiveness of such registration statement.

5.17. On the Closing Date, the shares of NCR’s Common Stock offered
pursuant to the Exchange Offer shall have been authorized to be listed on the
New York Stock Exchange upon official notice of issuance.

5.18. On or prior to the Closing Date NCR ghall have received a letter

4,/ from Arthur Andersen & Co. stating in ffect that on the basis of & reading

(’/\

10
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of the latest available unaudited interim financial statements prepared by

ECI (which reading does mot constitute an examination in accordance with

[generally accepted auditing standards), and consultations with officers of .
responsible for financial and accounting matters, nothing has come to their xe-
attention which causes them to belleve that during the period Irom September -7
m,mwamgdatemthinﬁedagotthe@_Qutetherewuany ‘
material adverse change in the financial position of ECI from that set forth

in the balance sheet as of Beptember 80, 1967, included in the Prospectus, or

any material adverse change in the results of operations as compared with the
riod in the year, except in all instances as set forth

corresponding period in the preceding
in or contemplated by the registration statement referred to above and the

Prospectus or as occasioned by the declaration or payment of dividends.

5.19. On the Closing Date, there shall have been deposited with the Ex-
change Agent certificates for not less than 711,936 shares of EOI Common
Stock, plus 80% of any additional shares of such Common Stock issued after
April 30, 1968 upon conversion of the Benson Debentures or upon exercise of
outstanding stock options.

520. On the Cloing Date, ECI shall have delivered to NCR instruments ¢ X
in writing signed by each director, officer and employee holding outstanding

.'}

stock options granted by ECL to the effect that such option or options shall be
cancelled upon reeeipt from N'U_f substituted stock options for shares of
Common Stock of NCR. _

5.21. On the Closing Date, ECT shall have no active subsidiaries, but will -
own one-half of the equity securities of Scott Electronics Corporation. '

5.22. At the Cloging Date, there shall have been delivered to NOR the v

tions of all of the directors of ECI expressed to take effect at the

pleasure of NOR. .

5.23. On or before the Closing Date NCR shall have received from such v
principal stockholders and stockholders who are oﬂicersLdmactors or egployees

of ECI as NCR shall designate a reason: - ”
agreements to the effect that they will nol:z for a p_enod of 24 montha followmg
the Closing Date, sell or otherwise dispose of any of the shares of Common E‘}
Stock of NOR received by them pursuant to the Exchange Offer unless the
manner of sale or disposition has been approved by counsel satisfactory to

NCR.

VI

6.1. If, on the Closing Date, NCR shall notify ECI in writing, signed by
NCR’s President or one of its Vice-Presidents, that one oxr more of the condi-
tions described in Article V has not been fulfilled and that NCR elects to

11
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terminate the Exchange Offer, ECI shall notify the exchange agent which ahall
forthwith transmit to the respective depositing stockholders of ECI appro-

" priate notice to such effect and shall at the same time return to them all stock
certificates and related documents which have been deposited with the ex-
change agent by them, respectively; and thereupon the Exchange Offer shall
terminate. If NCB does not so notify ECIL, all conditions so described shall
be deemed to have been fulfilled or waived.

6.2. If the closing is not consummated for any reason, neither of the parties
shall have any liability to the other in connection with this Agreement or the
transactions contemplated hereby for costs, expenses, loss of anticipated profits
or otherwise.

6.8. This Agreement has been made and is made solely to facilitate the
- Exchange Offer referred to herein and shall inure only to the benefit of and
be binding upon the parties hereto. No other person, firm or corporation shall
have any right or obligation hereunder, except that the stockholders of ECI
referred to in Section 3.4 may enforce the provisions thereof against NCR.

6.4. This Agreement may be amended or modified at any time or from
time to time by the mutual consent of the Presidents of the parties hereto
acting under advice of counsel in such manner as may be agreed upon in writ-
ing; provided, however, that no such amendment or modification shall change
the exchange ratio of one share of Common Stock of NCR for each two shares
of Common Stock of ECI and provided further that no such amendment or
modification shall be made which in the opinion of ECI ghall materially ad-
versely affect the rights of the holders of Common Stock of ECL

6.5. Either party may terminate this Agreement at any time after Decem-
ber 31, 1968 by written notice to the other if the offer referred to in Section
82 above has not been made on or prior to that date.

IN Wirxess Wazxeor, the undersigned parties hereto have duly executed |
this Agreement as of the date first above written.

Tas NatoxaL CAsr REGIsTER
CoMPANY

By Jaues E. RamMso
Vice Prestdent
ErroreoNto COMMUNICATIONS, INC.

By 8. W. BmseoP
President

12
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September 17, 1068

The National Cash Register Company axnounced today that its exchange offer
to ths holders of Comman 3tock of Elestronls Commmnications, Ins. was consunmiibd
today and that at the time of closing, the exchange agent had received 347, 114 shares
(approximately 06. 3% of the outstanding) of Common Stock of Electronis Communies~
tions, Inc, for exchange at the rate of one (1) share of Common Stock of NCR for sach
two (2) sliares of ECL , |

NCR advised that it would, for a limited period, coatinue to accept tenders of

. BCJ stock on the same basis as mder the exchange offer.

At the closing, NCR issued 301,268 shares of its Common 8Stock and will issue
as soon as practicable an sdditional approximately 31,500 covering stock tendered
after September S, 1968,

EXHIBIT

i_G
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INTERDEPARTMENT CORRESPONDGENCE

OCKICc or
CONTRULLEN

February 10, 1969

E
Mr. J. L. Sullivan, Staff Assistant XHIBIT
Corporate Procedures and Systems g ! !

NCR Production from ECI

Per your verbal request, your note of January 27th, and as stated
during a meeting on January 29th attended by representatives of the Manu-
facturing and Finance Divisions, following are the Corporatc policies
which will form the basis for the procedures and systems which you are
developing in conncction with production work performed by the various
Electronic Comumunications, Inc, Divisions for The National Cash Register
Comipany:

1) All transactions with ECI will be on a strict purchase order
basis, as with any outside NCR vendors and customers.
That is,

a) All parts or services sold to ECI will be on a
strictly "arm!'s length transaction' basis; with
our prices to them established such that a reason-
able profit is realized, ECI retains the right and,
in fact, the obligation to consider non-NCR suppliers
of these items within the delivery lead time and
specification requirements under which any of our
supipliers operate. Also, should an engineering
change force obsolescence of any of these sub-
vendor items, ECI would be treated the same as
any other NCR supplier -- not being given a prefer-
entjal position with regard to potential losses from
this source and, on the other hand, not being treated
with any move arbitrariness than any other typical
NCR supplier, :
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"Mz, J. L. Sullivan
February 10, 1969

Page 2

2)

b) NCR will place a purchase order with EC1
at a negotiated price, and not at any arbitrarily-
established fixed profit margin such as exists
under the "NCR Profit Center Policy Manual"!
for inter-plant shipments within NCR,

Any orders from ECI under this relationship will go
directly to the Manufacturing Division and not through
the Order Approval Department, Purchasing, or the
SPD Accounting and Controcl Department, as has
historically been the case, It was decided that the
Dayton Plant General Accounting Department would

be the appropriate point to designate as the '"order
entry'' location for such transactions,

Due to the criticalness of relating delivery timing of

both the parts shipments to ECI and the completed unit
shipments back to NCR, it is recognized that the Pro-
duction and Inventory Control Division will serve as the
primary contact with ECI for all questions involving other
than order status or invoicing matters. This will include,
for example, information involving organizations such

as Quality Control and Product Engineering.,

At the present time, all orders must be routed through
the Dayton Factory General Accounting and Inventory
Control groups. That is, orders should not be placed
on other NCR Plants by ECI, with any requirernents of
this nature being directed through Dayton until a smooth
running operation is experienced and the close inter-
relationship of these orders with the related orders by
NCR from ECI proceced beyond the current critical stage,
In those relatively rare instances where an item may
be produced for ECI by a non-Dayton NCR Plant, only
one profit mark-up is to be realized -~ by the producing
plant, with the Dayton Factory providing only adminis-
trative services with no profit compensation,
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‘Mr. J. L., Sullivan
Febreary 10, 1969

Page 3

3)

4)

NCR will scll items to Electronic Communications, Inc,
on the sxme basis as designated for domestic inter-
factory transfers; that is, cost plus 10% for purchased
items and cost plus 25% for manufactured iterns, including
any NCR-produced tooling and test equipment, We should
remind ECI Management in discussing this pricing formvula
with them, howeveyr, that the deflinition of "cost'" in oux
conumercial business is conciderably l#ss all-inclusive
than the definition of 'cost' in the military industry and,

1 am certain, within ECI,

ECI shall sell to NCR on a negotiated "arm?'s length
transaction' basis, This policy stetement does not
mecan that a fixed price by item is necessarily to form
the basis for our supplier/customer relationship with
ECI. A "cost plus {fixed mark-up", or "cost per labor
hour!, or any other purely arm'’s length basis as may
have been negotiated with A non-NCR related vendor
may be used as the basis for this negetiated price.

The initial accounting for thesc transactions will be
similar to the accounting for these dealirgs should

purely outside parties be involved, That is, the NCR-to-
ECI parts sales will be trecated distinct from the ECI-to-
NCR completed item return sales. It may be necessary
for certain specialized accounting data to be generated for
reflection in our accounting system at the Corporate
level, especially in connection with year-end statements.,
It will definitely be necessary to develop specialized
information for the purposes of make-versus-buy
decision-making and product cost analyses. We have
discussed our preliminary thinking on this rnatter with
Messrs, Hibbert and Lanc as well as ECI financial
management, and will send a note regarding this matter
to those individuals directiy involved in the near future.

With these policy stalements serving as your authority to proceed

toward the development of a detailed procedural system, many of the
specific questions brcught up in your letter of January 27th should be
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My, J. L., Sullivan
Febrairy 1C, 1969
Page 4

answered with ease. For exemple, guidelines concerning invcntdry,
returng, and scheduling policies should be identical te those which we
would expect to have with any other supplier of a critical item within
important NCR product lines, We should not expect to have any larger
degree of responsibility for ECI's sub-preduct inventory levels than with
any other vendor, and should not treat them with any added degree of
favoritisyn concerning returns of thesc items, Likewise, on purchases
from them, our incoming inspection sbould be as rigid as with any othex
vendor, and the financial penaities and risks/liabilities assumed by any
other vendor in a normal business transaction should also exist in this
situation,

We recognize that it may be necessary to handle these dual
transactio:ns with ECI on some other basis durving a short term interim
period, The policy statements contained in this letter, however, must
form the basis for our continuing production relationship with ECI, and
should be implemented as soon as possible, At that time, we should
completely discontinue any short term expedient adopted in the interim,

If we can help you in any other way, or if anyonc receiving a

copy of this note has any questions concerning this matter, please contact
us.

. o (\'
PR 7'1 C:;‘h\/"‘i'(_,__...._\\

J'./ H. Combes

CONTROLLER
JHC:ch
cc: Mr. K. H. Bachman Mrx. D. K, Hughes
Mr. R, M. Baldwin Mr. R. M, Johns
Mr, D, E. Barrett Mr, W, C. Kreidler
Mr. R. G. Chollar Mzr. R. K. Kruse
Mr. H. D. Ditmer Mz, S, N, Lane
Mr. D, E. Eckdahl Mr, C. L. Loxd
Mr. R, W. Ellis Mr, E, N, Rausch
Mr. W. G. Flanagan Mr. R, E. Robbins
Mr. R. G. Grammer Mz, W, R. Schnitzlex
Mr, J, J. Hengen NMr. R, L. Sipc /
Mr. J.. J. Hibbert My, W, H. Talmage

Mr, L. W, liodgoes Mr. J. W, Tuchker
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State Department of Health EXHIBIT

Topeka | i /I/

MEMORANDUM

Date  February 28, 196

To: Inspe

From: Gera,

Subject: Resurvey of Standard Precision Division dial stripping facility.

On January 16, 1969, Mr. Robert C, Will and the undersigned conducted a re-
survey of the Standard Precision Facility at request of Mr. Eugene Hill,
There has been little use of the facility according to Mr, Hill and the
survey would tend to confirm that statement.

Fixed alpha contamination was found not to exceed a .few hundred dpm/100 cm,
at all locations surveyed except on a board supporting some faucets in the
stripping room and on the wall on the north side. The board counted at a
few 1000 dpm/100 cm, and the wall at 600-200 dpm 100 cm,. Wipes were taken
in all areas vwhere contamination was noted and amnalyzed in the health depart-
mont laboratory. ’

The results are attached., It was determined that the removable contamination
was less than 200 dpm/100 cm, at all locations and less than 50 dpm/100 cmy
in most. It was recommended that the compamy's plan to disassemble the
stripping room and rebuild it for a parts storage room, be implemented after
a complete scrub down followed by painting over those areas that still
demonstrate some activity, :

Mr. Hill participated in the original decontamination of this facility and
appears quite capable of administering the minor work now required. It

was also recommendsed that, after the completion of the move, we be contacted
to perform a final survey.



Item

Liquid honing machine

Inside hood in stripping room
Floor under hood
Gutter in Stripping Room

Sink Faucets and wooden base

Sink drains and valves (inside)

Hood exhaust fan housing (inside)

Inside stripping tank

Waste solutidn in septic tank

GWA:re

Reported Level

80,000 dpm/100 cm?

5,000 dpm/100 cm?
(maximum)
500 (average)

23,000 dpm/100 cm?
(maximum)
3,000 (average)

83,000 dpm/100 cm?
(maximum)

25,000 dpm/100 cm?
(average)

33,000 dpm/100 cm2
(maximum)

Not accessible
17,000 dpm/100 cm?
(maximum) '
4,000 dpm/100 cm?
(average)

17,000 dpm/100 cm?
(maximum)

unknown

Measured Lavel

not measured as machine was
closed

3,340 dpm/100 em? (me

Not accessible without
removing part of hood not
measured

3,340 dpm/100 cm? - this was
vet and may not be accurate

23,000 maximum

" Not accessible - not measure

Not accessible - not measure

Not measured - wet with wate



5,. HLALTH PHYSICS EVALUATION

A. Fixed Contamination DNeterminations:

PAC=3G alpha meter

Fquipment:
Neasurcwn;t o, Location .Reading (com) dom per 100 cn?
1. Floor by outside door 3so0 1,170
-2 Floor by outside door 250l '855. :
3 Floor in front of hood 250 835
y Bottom shelf under hood 300 1,002
5 Top shelf under hood 200 §68
6 Working area of hood 1,000 '3,340'
7 m:‘;‘;:‘;:‘ of top 1,000 3,340
8 Right sink 3,500 11,700
S Middle sink . 2,500 8,350
10 Left sink 750 2,500
11 Shelf behind sinks <100 < 334
12 Floor in front of sinks 750 . - 99500
13 Bottom of drain 1,000 3,§uo
1y Lip in drain 2,000 6,680
15 | Top surface of ¥able <100 43?“
17 Lo00r potween Bench 250 835
18 . Shelf under sink 500 .1,670
19 Shelf under sink 200 668
20 Board supporting faucets 7,060 23,400
21 Flogr qutegggmgf door to 400 1,340




S.-

HEALTI PIHYSTICS LVALUATION

Fixed Contamination Determinations:

A,
Equiprent : PAC-3G alpha meter
Méasufcmeﬁt Mo, Location Reading (cpn) dom per 100 cn?
PAINT ROOM |
1 'Floor by table 4100 ' < 334"
Working surface in front
2 of lead pot ' 350 1,170
"3 Area around door knob on
dopr next to stripping ropm 250 835
* All other |areas in this room do not ekhibit alpha activity |above background leve}.
‘PHOTOGRAPHY SHDP
Alpha activity in entire darkroom and| working area was 668 |dpm/100 cm2 or less,
[]
TEARDOWN AREA
1 Floor between first and :
-and_second henches 14000 2,340
2 Floor by third bench 500 1,670
3 Aisle floor near shelves | 2,004
4 Wooden shelves 18,030
Remainder {of this area did not exhibiF alpha activity a§ov4 background level,
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State Department of Health EX"“B“
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MEMORANDUM

Date March 18, 1969

To:

From:

Subject:  Follow-up of FEgle t Standard Precision Divisiom

This inspector visited the Standard Precision Division facility at Pawnee
and West Streets in Wichita on March.7, 1969. Mr. Eugene Hill who had been
the RSO and Quality Control Supervisor at Standard Precision had been re-
placed on March 4 of this year by Mr, Clem Sawysr. Mr. Sawyer was former-

"1y in the Engineering Department at Standard Precision and prior to Mr.

Hill's arrival in 1966, was alsc Quality Control Supervisor. This was
therefore a return to a familiar job for Mr. Sawyer.

Mr. Sawyer requested a survey of the present facility and a copy of the
final form of the cperating procedures Standard Precision had provided
the Department in their 1968 license applicatiem.

The survey was conducted and it was noted that the area formerly called
the stripping room had besn remodeled and was now being prepared for use
as a storags area., The sink and hood had been removed and were placed
behind the building, Surveys indicated that there was a small quantity
of stripping solution in one basin of the sink which appeared to contain
some radium paint. The remainder of the sink appeared to,have been de-
contaminated adequately and no levels above 100 cpm/60 cm” were noted.

The hood was surveyed also and the only contamination located was found
in a small area of dust which counted 500 cpm. Mr. Sawyer as instructed
to prepare the. contaminated solution and dust for disposal or to decontam—
inate them before to release. The room was surveyed and it was noted that
there had been a general clean up and repainting and cementing up of the
floor drain in this area, No ideas of unacceptable contamination were
found, Finally, 2 survey of the storage facility was performed and it
was noted that at least 2 or more of the instruments stored here had
radium dials or hands., Mr. Sawyer indicated however, that there were

no plans to use these instruments but before their use, each would be
monitored and radium painted instruments would not be used. A letter
will be sent describing the action recommended and enclosing the pro-
cedures requested,

GWA:bl
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B. 'Removable Contamination Determinations

Type of Smear:

STRIPPING ROOM

Filter paper wipes alpha counted in IPC

Measuring Fquipment:

Smear No.' location Reading dom/100 em?
120 Area No. 6 ' 58
121 Area No, 7 62
122 Area No, 8 58
123 Area No, 9 71
124 Area No, 13 g 305
125 Area No, 14 3.8
126 . Area No, 20 6.4




INSPECTION REPORT

A, GENERAL INFORMATION:

1.

2,

Se

6.

7,

9

10,

il

LICENSEEs Standard Precision, Inc, 3. LICENSE MO, 25-R061-01
4105 West Pavmes EXPIRATION DATE: July 11, 1970
Wichita, Kanusas

_ . 4, DATE OF INSPECTION: April 21, 1970
LOCATION OF OPERATION: INSPECTED BY: Blaine Murray
Same as above |
PERSONS INTERVIEWED:

Elmer Bailey, Radiation Protection Officer
and Quality Control Manager _

TYPE OF INSPECTIONS

n.o-:.::pocti.on; also, to investigate & reported 20 mR/hr field nesr the railroad
tracks, '

PREVIOUS INSPECTIONS
March 18, 1969

ITEMS OF NON-COMPLIANCE:

8, Previous Inspection (March 18, 1969)

None
) _ EXHIBIT
b, Current Inspection (April 21, 1970) ’ .
None K

INDICATION OF TNCIDENTS OR ACCIDENTS:
None

UNUSUAL CONDITIONs

None _

RECOMMENDED DATE FOR NEXT INSPECTION:
April, 1973 |

EXIT INTERVIEWS

The results of the inspection wers discussed with Mr, Elmer Bailey, Mr, Bailey
wvas advised that a .letur confirming the inspection would be sent to him,

Be ADMINISTRATIONS

1,

ORGANIZATION

Standard Precision is a division of Electronic Communicitions, Inc, Mr, Frask
Grigware is Vice President and General Manager,



‘. Standard Precision, Inc,
yly 74.1970
age §2

2, RADIATION PROTECTION OFFICERS

3.

Mr, Elmer Bailey is the Radiation Protection Officer, .H:. Bailey reports
directly to Mr, Grigware, It should be noted that Mr, Bailey replaced Clem
Sauyer as Radiation Protection Officer in late 1969, '

PURCHASING AND RECEIPT CONTROLS3

" Mr, Bailey is responsible for ordering and handling all radicactive material,

Ce OPERATIONSS

1,

2,

3,

4,

TYPE OF OPERATION:

Current work mainly imvolves making computor components for IBM, This work
does not involve ths use of radioactive material,

INVENTORY

In years past, Standard Precision Division was involved with stripping radium
paint from surplus sircraft instruments, The only inventory of radiocactive
naterial st prasent consists of a few aircraft instruments left over from past

stripping operations,

Instrument containing radioactive material on hand were as £ollowst

NAME ' NUMBER
1, Fres Air Temperature Indicator 4
2, Trasctometer , b

The licensee stated that the five instrumsnts containing radicactive materisl
have besn on hand for sevaral years. No instruments containing radiocactive
material have been ghipped or received since lthc March 18, 1969 inspaction,

FACILITY?

a. Operatingi The licensse is no longer involved with dial stripping or
any other work using radiocaétive material,

be § () The instruments containing radium are stored in the stock
room which {s located above ths main sssembly area,

SURVEY INSTRUMENTSS
The licenses has the following portable survey instrumants,

a, Ludlum Model 12 rate meter fitted with & Model 43-2 Zinc Sulfide
detector,

be Victoreen Model 661 GM meter,



Standard Precision, Inc,
Pags 3
D, POSTING, LABELLING, AND DESIGNATED AREAS$

1, POSTINGS

The shelf containing the radium instrument was posted "Csution « Radiosctive
Material", . '

2, RH=-33
Form RH-3 was poated,
3, SECURITY:

Only authorized persons are allowed in the stock room, The removal of
Instruments containing radium must be cleared by Mr, Ballaey,

E. PERSONNEL MONITORING:
None
F. SURVEY PROGRAM:

1, Licenses ~ Nons

2, Inspector = The ingpector conducted a survey to determine radiation and
contamination levels, Messurements were taken at the following locationss

Alpha
Location mR/hr - dpp/100 cm2

1, Stock room, 6 inches from Free Air .
Temperature Indicators 1 -
2, Stock room, floor ' 0 2
3, Storage area (old stripping area) floor 0 15
4, Paint shop floor 0 -5
5. Lab hood (stored behind building) 0.5 200
6. Sink (Stored behind building) 0.5 300

An attempt was made to locate the radiation field mentioned in Item A, 6,
Mr, Guy 0ldfield informed Gerry Allen that in 1966 a 20 mR/hr f£isld existed
near the railroad track at Standard Precision, Inec,

There is a railroad across Ransas Hiway-42 from Standard Precision's 4105
Wast Pavnes location, A 300 yard section of the track was surveyed, but
no radiation above background wvas found, Mr, Bailey stated that Standard
Pracision also has a facility on Gilbert Streaet near the dowmtown Wichita
ares, A 0,4 mR/hr field was found nesr the railroad tracks which ran along
the east side of the Gilbert Street facility. Apparently, this 4is the area
that Mr, Oldfield had mentionad, However, the radiation levels ars now
such that is no longer a significant problem,



" Standard Precision, Inc,
. May 7, 1970
Page #4
Ge WASTE DISPOSALj
. None
H, TRANSPORTATION3
None _
I. DOCUMENTATION$ RECORD, & REPORTSS
The licensee had the following documents,
1, Kansss Radiation Protection Regulations,
‘2¢ Copy of licenss,
Je RADIATION PRODl'!CT.NG DEVICES$ NON-IONIZING RADIATION PRODUCING DEVICESt

‘Noue

Reviewad by (i;%géﬂa;ﬂjz_

Date . S=F- 70

BMsal



| Standard Precision, Inc.
May 7, 1970
Page #5

K, EVALUATIONS

The licensse's present program counsists of storing five sircraft disls containing
radium, As a result, the associated radiologicsl problems are rather limited,
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sﬂDARD PRECISION

A DlVl31°l_H OF ECI (AN NCR SUBSIDIARY)

4108 W. PAWNEE ¢ BOX 1207 ¢+ WICHITA, KANSAB 87201+ 042-3341

¢ GENERAL AVIATION PRODUCTS
* MILITARY PRODUCTS
* RESEARCH & DEVELOPMENY PROGRAMS

June 17, 1970

Kansas State Department of Health '
State Office Building '
Topeka, Kansas 66612

Attention: Mr. Gerald W, Allen

" Gentlemen:

This letter is in regard to continuing our Kansas Radioactive Materials
license number 25-R061~01 which expires on July 31, 1970,

We wish to renew our license. There has been no change in our program
at this time and we do not anticipate any changes in the near future,

Thank you,
E. L. Bailey
Quality Control Manager

sl

EXHIBIT
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Supplémantary Sheet: License Number 25-}’.051f-01
' Amendment No, &4

Standard Precision, Inc.
- #4105 West Pawnce

Box 1297

Wichita, Kansas 67201

License number 25-R061-01 is hereby amend=d as follows:
To readz'
Item 3: 25-R061-01 (G 72)

Item 4: July 31, 1872

EXHIBIT

i M

' FOR %ﬂmmzm OF HEALTH
3 19TC '
MIN 2 . | 4),_{/ ,

Date. y gl
' sosess  ES3» sewen RObert C, ‘\'.‘lll. Chief
' Radiation Control Section
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MINUTES OF MEETING
December 22, 1971

A regular meeting of the Board of Directors of The National Cash
Register Company, a Maryland corporation was held on December 22, 1971,
at 11:00 o'clock A.M., Eastern Standard Time, in Room 2001, 717 Fifth
Avenue, New York, New York, pursuant to notice thereof mailed to all
directors at their respective addresses at least one week prior thereto.

The following directors were present:

Messrs., Charles A, Anderson

Frederic H, Brandi
Fred C, Foy
John JJ, Hangen
George Havnes
Charles L, Keenoy
R. Stanley Laing
Robert S, Oelman

William P, Patterson
James E. Rambo EXHIBIT

David L. Rike
James S. Rockefeller i _ hl
Thomas E. Sunderland
Thomas R. Wilcox
constituting a majority of the Board and a quorum,

Mr, R. S. Oelman, Chairman of the Board, presided at the meeting,
and Mr, James E. Rambo, Secretary of the Company, acted as Secretary of
the meeting and kept the minutes thereof.

Mr. Brandi made a brief report of the matters considered by the
Audit Committee at its December 17th meeting,

The Secretary presented a copy of the notice of the meeting which had
been mailed to all of the directors at their respective addresses, and the

Chairman directed that said notice be filed with the minutes of the meeting,
)



The minutes of the meeting of the Board of Directors held on
b November 17, 1971, were upon mmi<;n 'approvcd.

Mr, Hangen stated that in order to make maximum use of the
foreign tax credit.management would recommend the sale of the Company's
domestic installment contracts to First National City Bank, New York,

After discussion, upon motion duly made, seconded and unanimously
carried, it was:

RESOLVED, that the Company sell and assign to First National
City Bank, New York, New York, on December 3l,
1971 all contract accounts receivable of the Company
on that date consisting of unpaid deferred payment
obligations of customer's arising out of installment
sales of business machines to purchasers in the
United States, excluding the State of Hawaii, at a
discount from aggregate face value on that date of
not exceeding eight and one-half per cent (8-1/2%)
and substantially subject to the terms, conditions

b and exceptions set folrth in the proposed letter-

agreement with said Bank presented to this meeting;

FURTHER RESOLVED, that any one of the Chairman; the President;
the Vice President, Finance; the Secretary; the )
Treasurer; or the Controller of the Company be and
he is hereby authorized and directed, for and in the
name of the Company, to negotiate and reach agree-
ment with said Bank with respect to the financial and
other terms of such letter-agreement, to finalize,
execute and deliver said letter-agreement and the
Assignment required thereby, and to do all other and
further acts and things as he may deem necessary and
advisable in order to effectuate these resolutions and
to consummate such sale and assignment,

Mr. Hangen stated that the Company had been able to borrow at
prevailing rates of interest, the equivalent of 812,000,000 in Euro-currencies,
in equal amounts from First National City Bank, and Bank of America, which

‘ proceeds would be used to repay a prior loan from a German Bank, Upon

!



b motion duly made, seconded and unanimously carrvied, it was:

RESOLVED, that the action of E. C. Nowak, Treasurer of the
Company in executing and delivering on behalf of
this Company to First National City Bank, New York
an agreement for the loan of the equivalent of
$6, 000,000 in Euro-currencies, extended by said
bank to the Company, be, and hereby it is ratified
and confirmed as and for the action of the Company:

RESOQOLVED, that the action of E, C, Nowak, Treasurer of the
Company in executing and delivering on behalf of
this Company to Bank of America, an agreement for
the loan of the equivalent of $6, 000, 000 in Euro-
currencics, extended by said bank to the Company,
be, and hereby it is ratified and confirmed as and
for the action of the Company.

Mr., Rambo stated that the next order of business was to approve the
reorganization of Electronic Communications, Inc, ("ECI"), a New Jersey
corporation of which the Company owns approximately 99, 8% of the outstanding

b- common stock, As a result of the reorganization ECI will become a wholly-
owned subsidiary of the Company and the minority shareholders of ECI will
be paid $26 per share for their ECl common stock. After discussion, upon
motion duly seconded and unanimously carried, it was

RESOLVED, that the Plan of Merger of Electronic Communications,
Inc. into ECIL Merger Corp. under which Electronic
Communications, Inc., would be merged into ECI
Merger Corp., a wholly owned subsidiary of the
Corporation, which Plan of Merger is described in
and attached as Exhibit A to the letter to shareholders
of Electronic Communications, Inc, dated December 8,
1971, copies of which were presented to this meeting,
be and the same hereby is approved;

FURTHER RESOLVED, that the actions of the officers of this Cor-
poration in organizing ECI Merger Corp. under the
laws of the State of New Jersey and causing this
Corporation to subscribe for and purchase 1, 000

b. shares of common stock of EC] Merger Corp, at



51 per share, being all of the outstanding shares of
common stock of ECI Merger Corp., and the actions
of the directors of Electronic Communications, Inc.
and ECI Merger Corp,, respectively, in approving
the aforesaid Plan of Merger, be and the same hereby
are ratified, approved and confirmed;

FURTHER RESOLVED, that the proper officers of this Corporation
be and they hereby are authorized to execute on behalf
of this Corporation, as the sole stockholder of ECI
Merger Corp., a Written Consent in Lieu of Special
Meeting of Shareholders of ECI Merger Corp. approving .
the aforesaid Plun of Merger;

FURTHER RESOLVED. that the proper officers of this Corporation
he and thev herehy are authorized to vote or to appoin:
one or more proxies to vote the shares of Electronic
Communications, Inc. held by this Corporation for
approval of the aforesaid Plan of Merger,

FURTHER RESOLVED that the proper officers of this Corporation
be. and they hereby are, authorized and directed to
do and perform all such acts and things and to execute
and deliver all such instruments as they or any of them
shall deem necessary or advisable in order to carry out
and effectuate the intents and purposes of the foregoing
resolutions,

Mr., Rambo stated that the Company had been able to acquire an
option from the Peterborough Industrial Development Corporation for the
purchase of a 10 acre parcel of land in New Hampshire which might be used by
the Systemedia Division as a plant site to be financed by industrial revenue
bonds, Upon motion duly made, seconded and unanimously carried, it was’

RESOLVED, that the action of Mr, Robert M, Sweeney,
Vice President and General Manager, Systemedia
Division, in executing and delivering on or about
November 24, 1971, in the name and on behalf of
the Company, to Peterborough Industrial Develop-
ment Corporation (""PIDC'), a Purchase Option
agreement pursuant to which the Company secured,
for a consideration of $1, 000, an option expiring
April 1, 1972 to purchase from PIDC approximately



10 acres of land at Peterborough, New Hampshire,
at a price of 17, 000 and upon the further terms and
conditions set forth in said Purchase Option agrec-
ment, be and the same is hereby in all respects
approved, ratified and confirmed.

In his report to the Boax;d M, Laing commented upbn the levels of
incoming orders and operating profit.

Mr. Keenoy presented to the meeting a series of charts showing incoming
orders for the Domestic Marketing Division for the month of November 1971 and
the year through November 30, 1971,

Mr, Haynes presented to the mecting a series of charts showing incoming
orders of the various regions included in International Operations for the month of
November 1971 and the ycar to date through November 30, 1971,

Mr, Hangen presented to the meeting a series of charts relating to the
Company's financial position, and explained the same in detail,

Following an introduction by the Chairman, Mr, Laing macje a report
to the Board of negotiations with another éompany, known as the Alpha-Béta
project,

Mr. Laing stated that the Company had approved contracts between its
Canadian subsidiary and the Department of Industry, Trade and Commerce of
Canada under which the Canadian Government would share in the cost of new
engineering and manufacturing facilities in Canada.

The Chairman announced that the next meeting of the Board of Directors
would be held January 26, 1972 in New York City.

There being no further business to come before the meeting, it was

upon motion duly made, seconded and unanimously carried
!



RESOLVED, to adjourn,

ADJOURNEND,

e

e

.

Secretary
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PLAN OF MERGER
OF
ELECTRONIC COMMUNICATIONS, INC.
INTO

ECI MERGER CORP.

FIRST: The names of the constituent corporations
are Electronic Communications, Inc. and ECI Merger Corp,
ECI Merger Corp. shall be the surviving corporation.

SECOND: Electronic Communications, Inc. shall
be merged into ECI Merger Corp., such merger to be effec-
tive upon the filing of a Certificate of Merger in the
office of the Secretary of State of New Jersey.

THIRD: The Certificate of Incorporation of the
" surviving corporation shall be the Certificate of Incorpora-

tion of ECI Merger Corp., except that Article FIRST thereof
shall be hereby amended as of the effective date of the
merger to state in its entirety as follows:

"FIRST: The name of the corpbration is
ELECTRONIC COMMUNICATIONS, INC."

FOURTH: (a) The manner and basis of converting
the shares of each constituent corporation into the shares
of the surviving corporation, or cash or other considera-
tion to be paid or delivered in exchange for shares of the
constituent corporations, is as follows:

Upon the effective date of the merger:

(1) Each issued and outstanding share of
Electronic Communications, Inc. Common
Stock held of record by any holder
thereof other than The National Cash
Register Company shall forthwith be
cancelled and in lieu thereof the holder
of such Common Stock shall, subject to-
EXHIBIT the provisions of subparagraph (b)

“ i P




below, be entitled to receive cash at

the rate of $26.00 per share for each
such share held, except to the extent
any such holder may perfect his rights

as a dissenting shareholder under Chapter
11 of Title 14A, Corporations, General,
of the New Jersey Statutes.

(2) Each issued and outstanding share of
Electronic Communications, Inc. Common
Stock held of record by The National
Cash Register Company shall forthwith
be cancelled and no shares issued or
cash paid in, lieu thereof; and

(3) The issued and outstanding shares of ECI
Merger Corp. Common Stock (all of which
shares are held of record by The National
Cash Register Company and which consist
of one thousand (1,000) shares of Common
Stock, par value $1.00 per share) shall
be the issued and outstanding shares of

the surviving corporation.

(b) PFrom and after the effective date
of the merger, the holders of certificates of Electronic
Communications, Inc. Common Stock shall cease to have any
rights with respect to such stock, except to the extent
any such holder may perfect his rights as a dissenting
shareholder under Chapter 11 of Title 14A, Corporations,
General, of the New Jersey Statutes. After the effective
date of the merger, each holder of record, other than The
National Cash Register Company, of an outstanding certifi-
cate or certificates theretofore representing shares of
Electronic Communications, Inc. Common Stock, shall be en-
titled, except as aforesaid, upon surrender of the same
to the surviving corporation duly endorsed as the surviving
corporation may require, to receive in exchange therefor a
check in an amount equal to the number of shares thereto-
fore represented by such certificate or certificates

multiplied by $26.00.

Dated as of December 6, 1971.
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o ' AGREEMENT OF SALE

This AGREEMENT made and entered into this 30th

: day'or December, 1971, by and between Electronic Communi-
. cations, Inc., a New Jersey corporation. (rormorly ECI

. Merger Corp., successor by merger to Eleotronic Communioa-

to as "ECI" and EDO Corporation, a Now York corporation

" WITNESSETH:

That for and in considorat;on of the mutual covenants

N tions, Inc., a New Jersey Gorporation) hereinafter roferrod.j'

herein contailned, and intending to be legally bound horoby,:":

the parties horeto:do covenant and agree as follows:
1. Definitions: The parties agree to the fol-
lowing definitions of the terms used in this Agreement and’

such definitions shall apply throughout this Agreement ex~

cept as may otherwise be specifically stated:

a. "“Alr Spoed and Vertical Speed Indicatora",-

shall mean all of such indioators manu- '
factured by ECI's Standard Precilsion
.Division, 4105 West Pawnee St., Wichita,

"Kansas.,

b. "High Cost and Low Cost Puol:System

—— - .

RN
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.

Mo i oV e . -
.
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Indicators" shall mean all such indi-

cators manufactured by Ecr's.Standarq

Precision Division, 4105 West Phwhoq ﬁt.,”,"-

Wichita, Kansas. E
-
. ]

The "Product Line Assets” mean those : . .

assets of ECI's Standard Precision .

'plant, 4105 West Pawnee St., Wichita, |-

Kansas and presently used by ECI's ..

~ Standard Precision Division in connec{

tion with the manufacture and sale of |

sald indicators, as rolloﬁs: f _

(1) All production machinery and 9qu1p6'~ '

ment listed in Exhibit A, attached

hereto. '

(2) Speocial tooling 119eed'1n'xxn1b1c B,
attached hereto. |

(3) ALl patents listed in Exhibit c-1,

. attached hereto, and all drawings,

specifications, manuals, illustrations, :

technical data, know-how and other
rights in ECI's posseﬁsion reiating'
to sald indicators listed in Exhibit .
c-2, attache@ hereto. (all sg?h assets
roforred to in this subparagraph (o)

being hereinafter called'"Intangibla

Rights").

2

-4



hereto.

and in accordance with the terms and conditions hereinafter ..

E ! " 2. Covenant to Sell and Purchase: .Subject to ';i;'

. provided, ECI agrees to sell to EDO, and 300 asroes to 31'

'purch?se from ECI, the Product Line Assets.

3. Purchase Price: The purchase price for I
said indicator assets to be paid by EDO to ECI shall be

~ the aggregate of the following amounts, payable and sub- 
~ Jeot to adjustment as provided in paragraph 4,

| B

Air Speed & Hi & Lo Cost
Vertical Speed Fuel System
Item .+ Indicators Indicators
For items described
in paragraph 1 o (1), $19,000.00 $ 7,000,00
above. '
For items described i '
in paragraph 1 ¢ (2), 12,000.00 5,000.00
- above. " !
~ Por items described )
in paragraph 1 ¢ (4), 17,600.00 3,500.00
above. (Estimated
amounts indicated, the ;
actual purchase price
being the price of such
items, as provided o
in paragraph 4(¢).) ‘ "
Sub-Total $48,600.00 $15,500.00
Royalty on all nalen
- for 2 yoar perlod as S
desoribed below ' g___x_ . ?;_,_._ -

(4) Inventories of materials and work-
in-process relative to the indicators -

©* " as listed in Exhibit D, attached . . - . .

Total .
.$26,000.00

" 17,000.00

21,100,00

R E———  ©

~'$64,100,00
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i)

Terms of Payment:

a,

b,

Co

At closing EDO will deliver to ECI 1ts
check in the amount of $21,360.00, :
60 days after the closing EDO u;ll pay
ECI the sum of $21,370, _'

120 days after the closing, EDO will pay to
ECI an amoune equal to the AdJuated Pinal
Paynont, which shall be caloulated in !
accordance with this subparagraph. Nb?j
later than.us days after the closiné .
daté, ECI shall at its own oxpeﬂse cause
to be prepared and shall deliver to Edo

& statement of the book value as of the

olosing date of the assets referred to

.in paragraph 1l(c)(4), certified by an

independent certified public accountant

as_having been prepared 1n:accordance with

generally accepted accounting principles.
EDO shall have the right to examine and
audit all records and books of ECI con~-
cerning such assets and such book valuo,
during reasonable business hours. "Adw
Justed Pinal Payment" shall mean

(1) 'the sum of (x) $43,000 and

(y) 808 cr the book value as

4
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“of the closing dafe of the
. assets referred to in,paraé:aﬁh,
1(c)(4) (provided, that tiz.eﬁ L
amount caloulated pursuant to
this clause (y) shall not exceed
'$25,320), less
..(11) the sum or‘all payments thernﬂ
Cofore made pursuant to sub- h
paragraphs (a) and (b) above.y y
d. In addition to the above payments, no{
later than 30 days after the end of ea@h
of the tirat.eight galendar quarters :
ending after the closing date other than
fhe quarter ending December 31; 1971
(the first such quarter'to end Narch 31,
' +1972 and the last such quarter to end
December 31& 1973), EDO will pay ECI a
royalty equal to 5% of the Net Selling
Price of all Air Speed and Vertioal sﬁeed
Indicators and High Cost and Low Cost
Fuel System Indicators sold by EDO during
" such quarter, "Net Selling Price" shall
mean EDO's invoice price less amounts paid

by it for trunuporvation ohargon and nnlon

and exoise taxes and less refunds and dis~

counts allowed by it and actually taken by

H
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purchasers. In this connection, EDO
agrees to allow ECI the right to examine
and audit all records concerning said‘-

! Lo indicator products, during roasonablef

or ¢ cmemm

business hours, covering the two year'-

royalty period.

- - o—

5. Closing: On or before December 30, 1971,

—eafD

final closing will be held at the offices of Debovoiso,i_ )
Plimpton, Lyons & Gates, 320 Park Avenue, New York, New .York
or at such other place as the\parties hereto may mutually
agree, at which time the following transactions shall take .
place: | : ;
a. EDO will deliver to ECI the payment
described in paragraph 3(a), above.
b. ECI will deliver to EDO Bills of Sale
- .and other documents as may be necessary
or appgopriéte in the opinion of EDO's
oounsel to vest in EDO good and marketable
title to the Product Line Assets other than
the Intangible ?rdm-sy-subject to no (/ /}‘7" W.
mortgage, pledge. lien, charge, aeourity
interest, or encumbrance. '
¢. At the closing or as soon thereafter as
possible ECI will deliver to EDO a ocerti-
fied copy of the resolutions of its Board

f ' of Directors agthorizing this Akreement.
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. and the actions contemplated thereby. -
' ;Jlt' . d. ECI will deliver to EDO an aasignmont:
in the form of Exhibit C-1 and an
assignment in the form of Exhibit - c-z,‘f

6. Delivery of Assets: Upon delivery or,thq:i

' payment &8 set forth in paragraph 5 a, title to the -

Produot Line Assets sold hereunder shall immediately

.pass to EDO, EDO shall promptly but no later than

January 31, 1972.'arrange for their removal and shall pay

the cost of all rigging, drayage and transportation. ECI
agrees to provide reasonable asaistanoe to EDO 1n facilitat=~

~ ing the movement or the asseta sold,

7. Representations and Warranties of ECI:-'Eci
represents and warrants to EDO and agrees, as follows:
a.-‘ECI is a corporation duly organlzed,
vaiidly existing and in good standing

under the laws of the State of New Jersey.

| to own and-diypqse of the broperty sold
" hereunder. _

b. The information -contained in Exhibits A, '
' B, and D (attached hereto and 1noorpbratad
 herein by reference) is true and correct

and does not omit any facts which maké
such information materially misleading.

ECI has the corporate power and authority -



EIEr Y v,

()

C.

d.

v)

ECI has good argd marketable title to all of
the Product Line Assets free and clear of |
all mortgages, plédges, J.iena,- charges, '
security 1ﬁterest, conditional sale agree- ‘
ments, restrictions on sale, and other en- ;
cumbrances. : ' ..g '
ECI has no knowledge of any material 1a-

tent defeot or breakdown in any of thol

- machinery, equipment or other tangible.

assets constituting a part of ECl-ker ' ' 9 ‘}

. Yhr L
rStawdard-Rre (s o"ﬁo{bwicion-said—indicator

amtsm

ECI has no knowledge or notice that in con-
ducting the said indicator business, it 1s,
or is alleged to be Infringing or conflict-

. ing with patents, patent applications, and

trademarks of others. ECI has no knowledge
of any actual or alleged infringement of,
or conflict with, Intangible Rights, or
other rights of others which might result
in any matérial adverse effect on the con=-
duct of such business or the ‘use of the o
Product Line Assets by EDO. The design,

manufacture, use and sale of the Air

Speed and Vertical Speod Ind;oators and

4 ° \J



e, -

. -
. — - & 2 = A ———t a— - .

the High Cost and Low Cost Puel System
Indicators by ECI on the date hereor
does not and at the time of the cloaing
will not, and by EDO from and after tho ]
time Of the closing will not, violate '
any patent trademark, service mark, ]

" .. copyright or license. 'All of the Intan-

.

gible Righta owned or us.ed by ECI in said .
indicator business are transferable to
EDO and are included in the sald 1nqif
cator gssets. The Intansiblg Righfa vill

be transferred by ECI to EDO free and

clear of all claims of third parties.
There ére no actions, suits or proceed-

ings pending and, to the knowledg& of the

. Officers of ECI and Standard Precision

. B

Division, there are no claims or govern-

mental 1nvestigations pending and no ace

tions, suits, proceedings, ola;ms or
" governmental investigations. threatened,

i'and no outstanding Judgment, order, writ,

injunction, decree or awérd which might
impair the ability of ECI to perform its
obligations herein containad.

ECI has all necessary corporate power



. ' "and éuthority to onter into this Lo
: ' f P Tk Agreement and to perform the obliga-
‘ 1 _ b tions to be performed by 1t hereundor.

‘The execution, delivery h‘sd performance
of -this Agreemont by ECI will have beon
authorized prior to the oacurence.of ] !!’

" e — - o
. s

closing by all necessary corporata ac-
.tion including approval by ECI's Board .

of Directors. The making of this =

Agreesment and the consummation of the
transactions contemplated hereunder will.

not oconfliot with any provision contained

in the Artioles of Incorporation or Bylaws : '

of ECI, or result in a breach of any pro~
. -fviuon of, or constitute a default un-dor.
' any agreome:nt or 1ngtrunont ‘to which ECI
i3 a party or by which it may be bound.’
h. Al znvent.orian of rav mateorials and work-
in-process constituting a part of said
" indtoator assets shall be usable in the
ordinary course to produce products of
merchantable grade and._ quality normally

produced in the ordinary course of said

indicator business. . - .

10
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i.

ECI has not employed any rinder,

e
broker, agent or other intermedlary ' | .
'in connection with the negotiation .

. or consummation of this Agreement, R

or any of the transactions contem- = . .
plated hereby, or any other propoaed
acquisition, direct or indirect, of
any assets of ECI by EDO and ECI ',
w111 indemnify EDO and hold 1t harmiess'

against liabilities, expenses, oosts, i;
losses and claims, if any, arising !

. from the employment by ECI or services'

rendered to ECI (or any allegation of

. . any such employment or sorvicos) of ani

k.

finder, asent broker or other inter-

mediary in auch connection.

ECI is of the opinion that this transace- _

tion 1s not subject to sales tax under

the laws of the State of Kansas; however,

if 1t is later determined that sales ta;

" must be paid, EDO will reimburse ECI or

directly pay to the State of Kansas any

+ required sales tax.

The transactions contemplated hereby do

‘not constitute a "bulk transfer" within the.

11
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meaning of Article 6 of tl;e Kansas " '
Un:l.'rorm Commercial Code, and ECI w:ul;
indemnify EDO and hold it ha:mless } :
against all liabilities, expenses, .
costs, J_.oasea' and claims, if any, aris-
ing from failure to compiy with the re}-—i
quirements of the Kansas Uniform Com- ’
mercial Code whioch would be appl;ocblo:

if such transactions constituted a bulk |

transfer.

i

8. Representations and Warranties of EDO: EDO

represents and warrants to ECI and agrees as follows:

a.

b.

EDO 1s a corporation duly organized,
validly existing and in good standing .

under the laws of the Sta_.te of New York.

" EDO has all necessary corporate power

and authority to enter into this Agree-
ment and to perrom the obligations to be ’
performed by it hereunder. The making
of this Agreement and tpe conaﬁmation
of the transactions contemplated _he'l.'.eby'
will not con,fiict wlth any 'provision con=
tained in the Certificate of Incorporation
or Dy-Laws of EDO or rosult in a breach

of any provision of, or constitute a

12
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; . default under, any agreement or 1n-'
"f" ;' strument to which EDO is a party or by

: - thch it may be bound.

"_ 6. EDO has not employed any finder, broker,

agent or ofher intermedliary in connece:.
tion with the negotiation or conaummai
tion of this Agreenont or any of the'g
transacfions contemplated hereby or any
| other proposed acquisition, direct or;'.
indirect, of any assets of ECI by EDO;
and EDO will indemnify ECI and hold it
harmmless againat all liablilities, ex-.
pensos; costs, losses and claims, if ahy.
arising from the eqployment'by EDO or
services rendered to EDO (or any allega~-

“tion of any such employment or services)

of any finder, broker, agent or other in-

termediary in such connection.

9. Consultation: PFrom and after closing and
until June 30, 1972, EDO shall have the privilege of con=~
sulting with ECI's Standard ?ﬁeoision Division personnel

relative to sald indicator business, and such personnel
shall, notwithatanding any non-disclosure agreements they

may have with ECI, be free to disclose, during reasonable
! ! .

| 13



business hours, to EDO and its representatives informa=
tion regarding said indicator business as previously - i
cgrried on by ECI's Standard Precision Division.

10. Interpretation: This Agreement shall be
‘governed, interpreted and applied according to the laws
- 0f the State of New York.

11. EDO To Assume No Liabilities: EDO shall

not, and shall not be deemed to, assume or otherwiae be

Owy LionliNie n "%0“— ?fc-/—”ﬁt_

obligated to pay, perform or discharge except for
possible state sales tax as contained in paragraph 7 3
above, and ECI will indemnify and hold EDO harmless
against, any and all loss, cost, damage or expense (in- ,
cluding attorney's faes) incurred or accrued or arising .

out of events oocuring in whole or in part, prior to
the closing date. g

12. Purther Assurances: After closing hereunder,

ECI from time to time at EDO's request and without further

consideration or cost or expense to EDO, shall execute and

deliver such other instruments of conveyance and transfer

and take such other action as EDO may reasonably request -
more effectively to sell, trans:ér, assign and deliver and
veot in EDO and to put EDRO 1h poogsession of any of tho

Product Line Assets. The representations and varranties of
| - . ..
i
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AGREEMENT OF SALE

THIS AGREEMENT made and entered into this 2 % day of
J'ngégh/ , 1972, by and between THE NATIONAL CASH REGISTER
COMPANY, a Maryland corporation with its principal business oftie;- at
Dayton, Ohio ("NCR"), and AEROSONIC CORPORATION, a Delaware cor- |
poration with its principal business offices at Clearwater, Florida
("AEROSONIC"),

WITNESSETHN:

That for and in consideration of the mutual covenants herein contained,
and intending to be legally bound hereby, the parties hereto do covenant and
agree as follows:

1. Definitions. The parties agree to the following definitions of the teyms
used in this Agreement and such definitions ihnll apply throughout this Agree-
-ment except as may otberwise be specifically stated:

a. "“Air Gyros" shall mean air-driven horizontal and direc-
tional aircraft gyroscopes as designed, manufactured
and sold on and after January 3, 1972 by NCR's Wichita,
Kansas plant and as desigued, manufactared and sold |
prior to gaid date by the Standard Precision Division
of Electronic Communications, Inc. ("ECI"), a sub-
sidiary of NCR.

b. "Electric Gyros" shall mean eledﬂculy driven hor-
frontal and directional aircraft gyroscopes as designed
on and after January 3, 1972 by NCR's Wichita, Kansag
plant and as designed prior to that date by the said
Standard Precision Division of ECI.

c. “NCR's Wichita, Kansas Plant" shall mean the manu-

. facturing and administrative facilities Jocated at ' EXHIBIT

1 S
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" of five years from closing of this Aireement, EOI shall

_ cessoxrs but shall not be assisnable by either pnrty wita-

-

. ‘ A

ECI contained herein shall survive ti.» closing and any
-Jnvestigation made by EDO.

! _ 13. Non-Manufacture of Indf:ators: For a period j

. .
.
et ® oo omm—
- .

not directly or indirectly, by itself or through any other : °

', entlty or person, whether a parent, subsidiary or otherwise, -

engage in the design, manufacture,. and’/or sale of 1ndioetevs
of the same, or eubstantially the same, design as the 1q-

dicatora concerned in this Agreement. ;

. 14. Assignment: This Agreement shall be binding
upon and inure to the benefit of the parties and their suc-

out the consent of the ether.

15. Entire Aggeenent. This Agreement consti-
tutes the entire Agreement between the parties hereto with
respect to the subject matter hereof and nay not be changed

or modified orally but only by an 1nstrunent in writing
sisned by the parties.

IN WITNESS WHEREOF, each of the parties hereto has

caused this Agreement to be executed on the'dny and year

first above written. . )
' ELECTRONIC COMMUNICATIONS, INC.

) Mege

'Eno ;onpo{mon
- Y,

By
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4105 West Pawnee and 650 East Gilbert Street,

Wichita, Kansas, all as operated and maintained by

)
‘ NCR on and after January 3, 1972 and prior to said

date by the said Standard Precision Division of ECI.

2. Covenant to Sell and Purchase. Subject to and in accordance with the

terms and conditions hereinafter provided, NCR agrees to sell to Aerosonic,

and Aerogonic agrees to purchase from NCR, the following assgets:

a. With respect to Air Gyros -

Y

(ii)

(iv)

(v)

Tooling for subassemblies and final assem-
bliegs as deacribed in Schedule 1 annexed here-~
to and made a part hereof;

Tooling in the possession of vendors as de-
scribed in Schedule 2 annexed hereto and made
a part hereof;

In-bouse tooling for parts machining as de-
scribed in Schedule 3 snnexed hereto and made
a part hereof;

Parts inventory as described in Schedule 4
annexed hereto and made a part hereof;
Production machinery and equipment as de-
scribed in Schedule 5 annexed hereto and made

a part hereof;

(vi) Al patents mnd patent applications owned by

/ .
NCR in connection with Air Gyros; and

(vil) All drawings, service manuals, purchase .

records and similar writings and records

relating to Air Gyros.
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b. With respect to Electric Gyros -
(1} Two (2) prototype models;
(ii) Parts for four (4) additional models;
(iii) Drawings (estimated to be 50% c;omplete): and
{iv) All patents and patent applications owned by
NCR in connection with Electric Gyros.

3. Purchase Price. For the assets described above, Aerosonic agrees to

pay NCR as indicated below:
a. For the assets described in Section za hereof, the
sum of $§100, 000 payable as follows:

(1) $10,000 upon the execution of this Agree-
ment, the receipt of which by NCR is bereby
acknowledged;

(ii) $40, 000 upon completion by Aerosonic of
its examination and verification of said assets
but not later than thirty (30} days following the
date of execution bhereof; and

(iii) $50,000 on the Closing Date (as hereinafter
defined), |

b. For the assets describeq in Section 2b hereof, in the
event that Aerosonic determines within a period of
two (2) years following the date of execution hereof
to commence production of an electrl?:ally driven
gyroscope substantially lneorborating the technology
disclosed in said assets, then Aerosonic unde rtakes
to pay NCR the sum of $25,000 at the ime Aerosonic
commences production of such gyroscope, and further
undertakes to pay to NCR a royalty in the amount of

five per cent (5%} of Acrosonic's selling price to

-3-
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its customers for cach such gyroscope sold by
Aerosonic during a two (2) year period commencing
on the date on which Aerosonic commences such
production. Aerosonic shall report all shipments
of such gyroscopes and shall remit to NCR royaity
payments due bereunder at the end of each calendar
quarter starﬂng on the date of the first such ship-
ment, For the purpose of verifying such royalty
payments, Aerosonic shall grant NCR reasonable
access to such records of Aerosonic as may relate to
same. [n the event that Aerosonic should not deter-
mine within the two (2) year period following the
date of execution bereof to commence the production
of such gyroscopes, then Aerosonic shall not be
obligated to pay to NCR either the aforesaid 835..000
or the aforesaid royalty; but in such event Aerosonic
covenants that it will not pmddce any other type of
electrically driven horizontal and/or directional
aircraft gyroscope during a period of ten (10) years
following the ;iate of execution hereof, .

4. Condition of Assets, All of the assets to be sold by NCR to Aerosonic

hereunder will be sold on an “as is, where is" basis, and NCR makes no
representations or warranties in connection therewith except that NCR
warrants that it has title to such assets free and clear of any liens, encum-
brances or restrictions affecting its title or its right to sell such assets or
otherwise restricting its ability to perform its obligations under this Agree-
ment. NCR will afford Aerosonic's representatives reasonable access to the

agsets described herein for the purpose of making the examination mentioned

-4 -
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in subsection (ﬁ)‘ot Section 3a hereof. In the event Aerosonic should not be
satisfied with the condition of the assets as discovered during such examina-~
tion, Aerosonic ghall 'promptly so notiiy NCR in writing, and this Agreement
shall thereupon terminate and the parties hereto shall be relieved of their
obligations hereunder,
5. Closing. Unless this Agreement should be terminated as provided in
Section 4 hereof, the sale of the assets described in Section 2 shall close at
the offices of ECI, 1501 72nd Street North, St. Petersburg, Florida, or at
such other place 28 the parties may mutually determine, and on such date
(the "Closing Date") as the parties shall mutually select, which date shall be
within thirty (30) days next following the completion of Aervsonic's examination
of the agsets mentioned in subsection (11) of Section 3a bereof. At the Closing,
Aerosonic shall deliver to NCR the payment described in subsection (ili) of
Section 3a, and NCR shall deliver to Aerosonic one or more Bills of Sale
and other documents as may be necessary or appropriate to vest in Aerosonic
title.to all of the assets described in Section 2, free and clear of all liens
or encumbrances. Each party shall further deliver to the other at the Closing
such evidence of corporate authority to enter into and consummate the trans-
actions contemplated hereby, in the nature of certified resolutions and/or

other certificates, as the other party may reasonably request.

.-t

6. Delivery of Assets. At the Closing mentioned in Section 5 hereof title K__,. -
to the assets sold hereunder shall pass to Aerosonic. Aerosonic shall there~
upon promptly, Sm in no event later than fifteen (15) days following the Closing
Date, arrange for the removal of, and remove, such assets from NCR's
premises. In comnection therewith, Aerosonic shall pay all costs of crating

or otherwise preparing the assets for shipment and all rigging, drayage,

freight and other transportation costs associated with the removal and ship-

ment of the assets. NCR agrees to provide Acrosonic reasonable access to
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the assets for sucl_l purpose and to lend reasonable assistance to Aerosonic
to facilitate the removal of the assets by Aerosonic as hex;eln provided.
7. Consultation. Following the Closing NCR shall make available to Aerogonic,
at Aerosonic's expense as hereinafter provided, one or both of the following
NCR employees for such period or periods as Aerosonic may select, but not
exceeding six (6) months with re-spect to each employee, to render consulting
services at Aerosonic's intended gyroscope manufacturing site at Dallas,
Texas, and Aerosonic shall reimburse NCR for all such periods of consulta-
tion by each such employee at the rate applicable to him as indicated below: -

Ernest Spence $1, 408 per month

Danny Edwards $1,031 per month.
" During any such period of consultation Aerosonic shall pay (or reimburse
NCR if NCR shall have paid) the actual travel and subsistence expenses in-
curred by such employees. NCR shall interpose no objection in the event
that Aerosonic should attempt to employ either or both of said employees,
NCR's obligation bereunder to make either of said employees available for
consultation shall terminate in the event the employee ceases being an

omployee of NCR.
8. Customer Warranties. Effective upon the execution of this Agreement;

snd 'eontimnng thereafter unless ami until this Agreement should be terminated
a8 provided in Section 4 hereof, Aerosonic shall assume the responsibility of
providing warranty service to customers who have heretofore purchased Air
Gyros from NCR, or from the Standard Precision Division of ECI, which

‘are within the factory-warranty period. With respect to such Air Gyros as |
were produced by NCR, or said Division of ECI, prior to'Aug'ust 1, 19171,

NCR shall reimburse Aerosonic for the actual cost of labor and materials
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incurred by Aerosonic in rendering such warranty service, Warranty

service rendered by Aerosonic with respect to such Air Gyros as were pro-.
duced by NCR, or by said Division of ECI, on or after August 1, 1971 ghall

be at Aerosonic's sole expense. If Aerosonic is called upon to render any
warranty service within the scope of this Section 8 prior to such time ag
Aerosonic shall have taken title to and possession of the assets sold hereunder,
NCR shall make available to Aerosonic from such assets parts and other items
as Aerosonic may require to render such service; and if NCR should be
required by the second sentence of this Section 8 to reimburse Aerosonic

for the cost of rendering such service, NCR shall pay Aerosonic for such
parts and other items as if they were then owned by Aerosonic. In o event,
however, shall Aerosonic cite any depletion of the assets pursuant to the
foregoing sentence as grounds for termination pursuant to Section 4 here;»t.

9. Further Assurances, After the Closing hereunder, NCR shall from time

‘to time, without further consideration or cost or expense to Aerosanic, execute
and deliver such other or further instruments of conveyance snd transfer and
take such other action as Aerosonic may reasonably request more effectively
to sell, transfer, assign and deliver and vest in Aerosonic title to the assets
sold hereunder,

| 10. Brokers. Each party l.|ereto covenants and represents that\it has not
employed any finder, broker, agent or other intermediary in connection with
the negotiation o:; consummation of this Agreement, or any of the transactions
contemplated hereby, or any other proposed acquisition, direct or indirect,
of any assets of NCR by Aerosonic, Each party hereto agrees to indemnify
and hold harmless the other party against liabilities, e.xpénaes. costs, losses
and claims, if any, incurred by or asserted against such other party arising
by reason of the alleged employment by the. indemnifying party of any such

finder, broker, agent or other intermediary in such connection,
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11, Taxes. The parties are of the opinion that this transaction is not subject
to sales tax under the laws of Kansas. However, if it is later determined
that such sales tax must be paid, Aerosonic shall pay such tax or reimburse
NCR if such tax shall have been paid by NCR,
12. Bulk Sales. The parties are of the opinion that the transactions contem-
plated hereby do not constitute a "bulk transfer” within the meaning of Article 8
of the Kansas Uniform Commercial Code, Howevér. NCR will indemnity
Aerosonic and hold it harmless against all liabilities, expenses, costs, losses
and chlms. if any, arieing from the failure to comply with the requirements
of the Kangas Uniform Commercial Code which would be applicable if such
trangactions constituted a *bulk transfer",
13. Separability. Wherever possible, each provision of this Agreement
shall be interpreted in guch mamer as to be effective and valid under applicable

law, but if any provision of this Agreement shall be prohibited by or invalid

.under applicable law, such provision shall be ineffective only to the extent

of such prohibjtion or invalidity without invalidating the remainder of such
provision or the remaining provisions of this Agreement.
14. Interpretation, This Agreement shall be governed, interpreted and

applied according to the laws of the State of Kansas.

" 15. Assignment. This Agreement shall be binding upon and inure to the

benefit of the parties and their successors but shall not be assignable by
either party without the consent of the other.

16. Entire Agreement. This Agreement constitutes the entire Agreement

between the parties hereto with respect to the subject matter hereof and may

not be changed or modified orally but only by an instrument in writing signed

by the parties.
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IN WITNESS WHEREOF, each of the partics hereto has caused this

Agreement to be executed on the day and year first above written.

THE NATIONAL CASH REGISTER COMPANY

By - Z (_/)M

Vice Presidegt’

AEROSONIC C RATION

By




TOOLING FOR , ' )

SCHEDULE 1. i) GYRO SUB-ASSEMBLY
‘ ’ Iten Serial No. Nomenclature Function of Tool
J
1. 3552 Swaging Fixture Swage pins in H.G. drive brackets.
2, 3212 Holding Fixture Install spirol pins in erector ring.
3. 210 1076 Holding Fixture  Locate wedges and hold while swaging
§ Swaging pivot.
4. Locating Fixture Locate index bars and hold while
adhesive cures.
S. 3523 Locating Jig Locate port plate and gasket for in-
~ stallation on D.G. can assembly.
6. Leak Text Fixture Leak test seai strips on H.G. and 0.G.
yoke assembly.
7. 210 1085 prill Jig Drill rivet holes in H.G. background
_ mask and bracket.
8. 210 108S Rivet Jig Rivet bracket to background mask.
9. 210 1076 DPrill Jig Drill rivet holes in moveable mask
_ and bar assembly.
‘ 10. 210 1076 Rivet Jig Rivet moveable mask to bar asscmbly.
11. 3436 Check Fixture Check run-out on D.G. drive gear.
12. 3519 Forming Fixture Fora seal strips for H.G. and D.G.
yoke assemwbly.
13. 3260 Swaging Fixture  Swage pins in shaft assesbly (H.G.).
14, 3550 Swaging Fixture Swage balance screw nuts on pitch and

roll bail assembly. -

15. 3525 Locating Jig Locate bearing housing in front of D.G.
frame assembly.

16. Holding Fixture  Hold Sleeve in D.G. frame while
adhesive cures,

17. Guide Pin Install spriol pin in pinion and shaft
assembly on D.G. frame.

18. Holding Fixture Hold pinion while drilling pinion and
shaft for D.G. frame

19. 3132 Shop Aid Compress and hold spring for installation
Q of erector yoke on D.G. frame.
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SCHEDUIE 1.

Item

Serial No.

GYRO SUB-ASSEMBLY (CONT'D),

™

Nomenclature

20.
21,
22,

23.
24.
as.
26.

27.

28.

1.
3.

3346

3539

3538

3605

3407

Holding Fixture

Vise

Guide Pin

Press FPixture
Dial Indicator
Bearing Puller
Check Tool

Check Tool
Wrench
locating Jig

Swaging Fixture
Aligment Jig
Holding Fixture

Function of Tool

Locate and hold shafts in D.G. dial
shaft assembly.

To remove rotor housing end caps.

Guide cones (bearing race) when in-
stalling on rotor shaft.

To press shafts and cones in rotors.
To check end play in rotor bearing.
Remove cones from rotor shaft,

To check strut protrusion on D.G. rotor
housing.

To check strut protrusion on H.G. rotor
housing.

To hold shoulder nut while tightening
lock nut on rotor housings.

To locate air passage holes when in-
stalling retainers on rotor housings.

To swage rivets in H.G. pointer assembly.
Align Index Bars in H.G. Frame

Hold pivots in rotor housing while
adhesive cures.
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D.G. FINAL ASSEMBLY

Nomenclature

SCHEDULE 1.

Item Serial No.
1.
2. 21011
3.
‘l
S.

Adjusting Tool
Holding Fixture
Adjusting Tool

Dial Indicator

Locating Fixture

Locating Fixture

Punction of Tool

To set depth of bearing housing in yokes.
To hold yoke while balancing yoke.
To adjust gear mesh.

To check end play in outer gimbal
bearings.

To locate dial in frame.

To locate glass in frame.



SCHEDULE 1.

Iten

l'
2.

3.

S.
6.
7.
8.
9.
10.
11.
12.

13.

Serial No.

-

i)

H.G. FINAL ASSEMBLY

Nomenclature

3508-0

10441

210 1093
210 1094
3522

3553

2-1/2° Tile Jig
Holding Fixture

Dial Indicator

Storage Fixture

Surface Plate
Fomming Jig
Forming Jig
Balance Jig
Hair Pin
Holding Fixture
Check Tool

Feeler Gage

Teflon Sleeve

Function of Tool

To hold rotor at proper angle while ad-
justing dial rings and moveable mask.

To hold sensitive element while adjusting
dial ring.

To check end play in outer gimbal bearings.

To store yoke assembly until ready to in-
stall sensitive element.

To check bails for pi-oper installation.

To form pitch bails to proper configuration.
To form roll bails to proper configurstion.
To hold horizon bar assembly while balancing.
Neight used while balancing rotor in yoke.
Hold yoke while installing horizom bar.

To check tension on bails.

To check spacing between bails and rotor
housing.

Hold bails stationary.



L) GYRO TOOLING LOCATED AT VENDORS
Schedule 2

Tool No. Tool Used For Tool No. Tool Used Fox
2100220 Seal Plate 2101033 Yoke Casting
2100244 Ara 2101034 Yoke Casting
2100286 Gasket 2101071 H. G. Frame Casting
2100297 Spring 2100257 Gyro Casting
2100301 Frame Casting 2100301 D. G. Frame Casting
2100317 - Weight 2100359 Index Bar Casting
2100356 Retainer Plate 2100997 Filter Casting
2100359 Casting 2101005 Plate Casting
2100434 Lever - Rocking Shaft 2101030 End Cap Casting
2100546 Plate - Port 2100231 Balance Weight Die
2100710 Caging - Lever 2100218 Dial Blank Die
2100711 Bracket 2101056 Bearing Retainer Casting
2100988 Arm Erector Bracket 2101106 Port Plate Casting
2100994 Bracket - Erector Cam 2100232-0 Balance Weight Die
2101002 Yoke 2100232-1 Balance Weight Die
2101028 Casting for Pin 2100264 Spring Tooling
2101047-9 Bail - Pitch 2100284 Retainer Die
2101048-9 Bail - Roll 2100297 Spring Tooling
2101052 Drive - Bracket 2100356 Retainer Plate
2101083 Drive - Bracket 2100303 Gyro Cover Can

§, 2101054 Hub Drive Bracket 2100360 Index Bar Die
2101071 H. G. Casting 2100719 Spring Tooling
2101078 Wedge 2100718 Idler Gear Tooling
2101080 Mask Moveable _ 2100556 Gasket Die
2101083 Stiffener Dial 2100724 Spring
2101084 Nut Plate 2100721 Retainer
2101086 Mask Background 2100718 Gear
2101089 Lens 2100846 Gear
2101096 Seal Strip 2100984 Bdil Retainer
2101100 Disl - Blank - Horizon 2100987 Bracket Die
2101108 Gasket 2101048-9 Bail
2101115 Yoke D. G. 2101047-9 Bail
2101116 Spring 2100996 Gasket Die
2101155 Housing Casting 2101007 Bracket
2101161 Weight Stabilizer 2101000 Spring
2101175 Vane Erection 2100994 Erector Cam Bracing
2101266 Spring 2100992 Rotor Housing Casting
2101269 Pointer : 2101067-1 Gasket Die
2101270 Pointer : 2101067 Gasket Die
2101311-9 Dial Blank 2101066 Gasket Die
2101346 - Gasket 2101064 Screen Die
2101402-9 Mounting Plate 2101065 Screen Die
2101403-9 Support Bracket 2101100 Dial Blank Die
2101529 Bracket - Pointer 2101096 Seal Strip Die
2101530 Pointer 2101086 Background Mask
2700317 Screw Damping 2101080 Moveable Mask Die

2700877 Back Plate 2101116 Spring Die



GYRO TOOLING LOCATED AT VENDORS

Schedule 2
Tool No. - Tool Used For
2101145 Neight Die
2101183 Weight Die
2101146 Washer Die
2101232 Drill Jig
2101266 Spring Tooling

2101356 Gasket Die
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&SP13861

3078 (2 Pcs.)

_ . IN HOUSE TOOLING
(- | GYRO PARTS SAGHINDIG ,
Schedule 3

T00L NO, SERTAL NO. DESCRIPTION
SD-SP13818 3286 Snap Die to purch hole in lead weight
BD-2100231 3830 Pump Jig to trim lead weights
MF-SP13835 3073 Mill Fixture for flat on Boss
DJ-SP13835 3061 Drill Jig for hole in Yoke
DJ-SP13843 3049 Drill Jig for .089 Dia. Hole
MF-SP13960 3080 Mill Fixture for Slot
DJ-SP13971 3180 Drill Jig (1) hole
MF-SP13971 3181 (2 Pcs.) (12) Station Mill Fixture for Flat
DJ-2100716 3356 Drill Jig for hole in shaft
MF-2100716 3324 Mill Fixture for "Flat" (10 Station)

\E-zmooa 3837 Large Aluminum Block (Shop Aid) for

Comtersinking Pipe Thread
HP-2101031 3489 (8) Station Mill Fixture for Milling
2101032 Slots in Rotor Housing
HF-2101001 3836  Used to Ream (2) .126/.128 holes
DJ-2101002 3481 - Drill Jig for H.G. Yoke
MF-2101002 3596 (2 Pcs.) Two Station Fixture for making cut on
inside bottom of Yoke

TF-2101004 3463 Tap Fixture for Pipe Threads
HF-SP13642 3308 Holding Fixture for Hobbing
DJ- 2101188 3419 Drill Jig to Drill (6) holes
DJ-SP13834 3047 Drill Jig for 1/16 dia. holes
LF-SP13642 3342 Lathe Fixture to face part
DJ-SP13982 3060 Drill Jig for (4) #41 dia. holes

Drill Jig for (1) 8-32 hole



SCHEIULE 3 - TN HOUSE To( W6 FOR GYRO PARTS MAGHINING | )

TOOL No. SERIAL NO. DESCRIPTION

\, MF-SP13935 3115 Mill Fixture for Contour
DJ-2100715 3329 Drill Jig for (2) 3/64 holes
PF-2101115 3802 Ream and Press (2) Pins in Yoke
LF-2101122 3518 Heavy Box style Indexing Lathe Fixture
nr-2101122 3490 Drill Jig #2 for D.G. Frame |
HR-2100754 3371 Used to hold D.G. Frame while Reaming
: two .126/.128 holes

HF-13774 1T3040 Used as Tap Fixture.

13881 IT3023
MF-2100971 3408 Mill Fixture for Slotting Housing
MF-2100975 3470 Straddle Mill Fixture
DJ-2100975 3468 Drill Jig for Drive Pin hole
DJ-2100979-8 3473 Pump Drill Jig (2) holes
DJ-2102001 3541 Drill Jig to drill holes in Yoke

\n-'-zmom 3551 Tap Fixture for D.G. § H.G. Yokes

2101002

LF-2101001 3616 Lathe Fixture for Tie Bars § Chamfer
on D.G. Yoke .
MF-2101001 . 3514 Four Station Fixture for Machining Cast
_ Bal. Lug on D.G.
LC-2101001 3834 Special Collet with Clamp § 4 Pins to
' hold D.G. when Milling Pad
MF-2101001 3515 _ Vise Jaws and Brass Pin for Milling
. Tie Bars

DJ-2101122 3491 Drill Jig #1 for D.G. Frame
TF-2101031 3513 Tap Fixture for both P/Ns

2101032
DJ-2101041 3599 Drill Jig
HF-SP13849 3067 Counter Sink 82° (4) Places

b-ZlOlDSS 3532 Drill Jig



© SCHEDULE 3 - IN HOUSE Td NG FOR GYRO PARTS MAGHINING ' )

TOOL NO. SERIAL NO. DESCRIPTION

\, HF-SP13466 3348 Hobbing Arbor-Adjustable
u-gigiggg 3844 Enxp%u;ge 'r?t‘ii;:l for facing back end
wgigigg% 3469 Box Type Indexing Lathe Fixture
BF-2101031 - 3483 Balancing Shaft for Lathe Fixture
MIT-SP13883 3178 Adapter for Air Press and large
open end wrench _
DJ-2101070 3492 | Drill Frame camplete less one hole
HF-2101070 3847 Tapping Fixture for H.G. Prame
DJ-2101097 3476 Drill Jig (4) holes
HF- 2101099 3780 Glass Beading Fixture
TF-2101105 3465 Tapping Fixture for Pipe Threads
DJ-210110S U477 | Drill Jig for Screw holes
b‘IT-SleS 3178 Adapter for Air Press
FD-SP13883 3159 Form Die, D.G. Cover Can
MP-2101001 3596 (2 Pcs.) Two Station Mill Fixture for D.G. Yoke
LF-SP13466 3347 Lathe Fixture for facing parts
#300-13774  Imssr (2 Pcs.) Heavy 19° Angle Block used for drilling
13881 Air Passage Hole
PD-SP13953 3101 Die for holes in Can
PD-SP13883 3100 Die for holes in Can
LF-2101001 3485 Index Lathe Fixture § Balance Shaft
2101002 _'
PN-2101068PD 3471 Punch Die for H.G. Cover Can
LF-2101070 3495 Bax Type Indexing Lathe Fixture
PD-2101107 - ' 3472 Punch Die for holes in Can

-



Schedule 4
U GYRO PARTS INVENTORY

UNIT TOTAL

PART NUMBER DESCRIPTION PCS. COST COST
2100218 D. G. DIALS 482 .1400 67 .48
2100220 D. C. SEAL PLATE 6712 - .1066 71.64
2100231-1 WEIGHT 500 .0360 18.00
2100232 WEICHT 3,320 : .0390 129.48
2100232-1 WEIGHT 3,450 .0450 155.25
2100243 SHAFT - 1,916 " .1000 191.60
2100257 YOKE ERECTORS 1,150 .5200 $98.00
- 2100258 YOKE ERECTORS 360 1.1000 396.00
2100264 SPRING 1,000 .1200 120.00
2100266 KNOBS 985 4000 394 .00
2100284 PLATE 3,679 %0630 231.78
2100285 RUT 700 .1200 84,00
2100288 ‘BUBS 7,500 .0690 517.50
2100292 SCREW 500 .1200 60.00
2100293 SCREW 992 .1000 99.20
2100297 D.G. DAMPER SPRG. 1,250 .0510 63.75
2100301 D. G. FRAMES 620 .8878 550.44
2100303 H. G. PORTS 1,008 1.2500 1260.00
2100352 GLASS 100 .1200 12.00
2100356 PLATES 630 .0550 3.65
Luooasa PLATE 245 .5700 139.65
2100360 AIBPLANES 980 .0800 78.40
21004619 BEARINGS 228 1.3500 307.80
2100420 BEARINGS 188 2.0100 377.88
2100435 SPACER 470 .1030 48.41
2100436 SHAPT ASSY. 6 .7600 §.56
2100455 _ SHAFT 244 .5201 126.90
2100519 " SNAP RINGS 720 : .1750 126.00
2100556 AIR SEALS 857 .0420 35.99
2100557 GLASS D. G. 519 .0550 28.55
2100633 INSERT 5,511 .1782 982.06
* 2100706 SCREW 1,501 .1557 233.71
2100710 LEVER 875 .3370 294.88
2100711 BRACKET 787 1550 121.99
2100713 PINION 718 2900 208.22
2100714 HUB 1,324 4660 616.98
2100716 SHAFT 1,100 .5000 550.00
‘2100717 SHAFT 1,060 .2700 286.20
2100718 GEARS 1,056 - 4000 422.40
2100718-9 " GEARS 280 .1032 28.90
2100719 SPRING ) 533 .0220 11.73
2100720 GEAR ASSY. 57 1.5637 89.13
2100721 NYLON DRAG DISC. 2,181 1276 278.30
2100723 SHAFT 14 .2800 3.92
2100725 HUB 90 .0600 5.40

100727 KNOBS 1,363 .2800 381.64
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PART MUMBER

2100777
2100846
2100930
2100934
2100945-1
2100970
2100971
2100972
2100973
2100975
2100979
2100980
2100983
2100985
2100986
2100987
2100988
2100989
2100992-9
2100992-9
2100992-9
210099
2100995
2100996
2100997
2101000
2101001 _
2101002
2101003
2101007
2101025
2101028
2101029
2101030
2101031
2101041-1
2101046
'2101047-9
2101048-9
2101050
2101052
2101054
2101055
2101057
2101059

g10[066

GYRO PARTS INVENTORY (CONT'D)

DESCRIPTION

LABEL
GEARS
WEIGHE
SHAP RING

 LABELS

STRUT

BEARING HOUSIRG
BEARING HOUSING
NUT

DRV. BRACKET
RETAINER
RETAIMER

BAIL PIVOT

GEARS

DRV. BRK. ASSY.
ROTOR HOUSING
SCREEN

UNIT
COST

.1190
«5240
.0550
.1912
00624
.3800
.7300
.2900
.1200
.4600
.4000
-3000
.0500
1.0700
.4865
.1300
.0500
.4900
.4800
.4800
.“m
«2040
.0400
0121
- +2050
<1694
3.5600
4.8500
.8800
.0930
.0540
.2179
2.2100
.3800
2.0000
3500
+3000
.4281

© 3638

«4300
.0600
.1000
2.0700
.1201
5.2400
.0075

Schedule 4

TOTAL
COST

S ———

28.56-
352.13
49.39
100.19
53.04
235.60
40.88
558.25
236.40
297.62
440.00
300.00
265.00
769.33
535.15
165.75
70.00
137.20
353.28
19.20
§94.88
174.83
35.20
10.16
4.72
251.89
27.80
562.60
89.76
45.76
43.20
.14
41.99
394.06
448.00
583.75
214.80
277.41
88.40
326.37
120.00
210.00
207.00
69.85
26.20
14.63
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PART NUMBER

2101065
2101066 .
2101067
2101067-1
2101069
2101070
2101071
2101073
2101074
2101076
2101078
2101080
2101082
2101083
2101084
2101085
2101086
2101087~2
2101089

2101104-1
2101104-2
2101105
2101106
2101108
2101115
2101115
2101116
‘2101118
2101118-9
2101121
2101122
2101124
2101124
2101126
UO01145
101145-1
2101145-2
2101146

()

GYRO PARTS INVENTORY (CON'T)

DESCRIPTION

SCREEN

GASKET

GASKET

GASKET

FRAME

FRAME

H. G. FRAMES
HOUSINGS
SPACER

BAR ASSY.
WEDGE
MASK-UNPAINTED
DIAL RINGS
DIAL STIFFENER
NUT PLATE
MASK ASSY.
MASK

DRIVE BRACKET

WATCH GLASS-ROTORS

SHAFT

BAIL ASSY.~PITCH
uu ASS! . -BDLL
YOKES H. G.

SEAL PLATES
PIVOT

BUMPERS
ROTOR~-BRASS

- DIAL RING

PIN

PIN

PIN

PORT

EG BACK PORTS
GASKET

COMP. YOKE ASSY.
D. G. YOKES
SPRING

ROTOR ASSY.
ROTORS & SHAFIS
RING ASSY.
FRAME D. G.
BEARINGS
BEARINGS
BEARING

WEIGHT

WEIGHI

WEIGHT

WASHER

UNIT
COST

.0060
0149
.0207
L °7w
9.2500
3.9385
.1500
1.5500
.3800
2.8200
.1100
.3500
.7300
.1150
.1180
1.1000
+4500
1.2900
L] “so
<9200
1.9419
2.0400
14,4400
.0760
2.9322
.2100
1.6900
+2330
«3000
.3100
«3100
1.0200
.3400
.0090
8.8000
8.8000
1407
5.8400
-2.6100
.2700
5.7100
9500
9500
3.5100
.0210
.0230
.0312
.03%0

Schedule 4

TOTAL
COST

12.00
1.86
21.88
178. 50
675,25
55.14
182.25
102.30
10l.08
126.90
68.20
313.00
17.352
88.55
94.40
74.80
405.00
448.92
16.25
709.32
365.08
746.60
620.92
85.12
389.98
292.11
3004.82
122.33
1500.00
75.95
563.12
272.34
195.50
7.38
211.20
132.00
302.22
1868.80
461.97
322.38
45.68
24.70
76.00
1611.09
31.50
366.39
49.92
7.80
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Schedule 4
\,' - GYRO PARTS INVENTORY (CONT'D)
’ . . .

UNIT TOTAL

PART NUMBER DESCRIPTION PCS. COST COST
2101153 WEIGHT 2,530 .0340 86.02
2101153-1 WEIGHT 2,000 .0396 79.20
2101155 BACK BEARING HOUSES 196 2000 39.20
2101161 WEICHET 666 .1060 69.26
2101167 CaPS 15 .9100 13.65
2101192 SHIM 220 .2100 46.20
2101192-1 SHIM 350 .2100 73.50
2101192-9 SHIM 2,100 .0330 69.30
2101193~1 SHIM 223 .2000 46.60
2101194~9 SHIM 2,375 .0330 78.38
2101195 SHIM 630 .1200 75.60
2101196-9 SHIM 250 .0360 9.00
2101200 SHIM 150 .1500 22.50
2101201 SHIM 150 .1500 22.50
2101202 SHIM 100 .1500 15.00
2101203 SHIM 420 .1500 63.00
2101204 SHIM 100 .1500 15.00
2101205 SHIM 100 .1500 15.00
2101264 D. C. BOTTOM GEARS 163 .7600 123.88
2101265 FRONT GEARS 14 .7600 10.64
12101302 _ BEARINGS 65 2.2200 164.30
2101303 BEARINGS 130 1.5400 200.20
2101304 BEARINGS 486 2.7460 1331.64
2101305 GEABS S8 2.1100 122.38
2101321 BEARINGS 530 .7600 402.80
2101336 SCREW 420 .0700 29.40
2101356 _ GASKET 573 .0157 9.00
2101385 PIN 600 .0500 30.00
2101440 BACK PORT ASSY. 71 1.4600 103.66
2101529 BRACKETS 322 .0920 29.62
2101530 B. G. POINTER 280 .0270 7.56
21004 55-9 SHAFT 410 .5201 213.26
210023% WEIGHT 111 .8100 89.91
2100557 CLASS 400 .1200 48.00
2100726 LABELS 1,180 .0400 47.20
2100741 GLASS H. G. 85 .1200 10.20
2100960 D.G. STRUT 378 .9600 362.88
2101004 FILTER CAP 1,267 .3200 405.44
2101005 H. G. BACK PORTS 651 " 3600 234.36
2101080 MASK 24 .3700 8.88
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Schedule 4
GYRO PARTS INVENTORY (CONT'D)
PART NUMBER PCS. UNIT COST TOTAL COST
3101287 7,030 . 004 28.12
3101305 319 .0200 6.38
3101322 4,242 a/e a/e
3101344 464 .0200 9.28
3101365 - 11,342 .02 226.84
3101267 20,623 a/c n/e
3101377 2 .02 0%
3101486 &7 . .0200 .94
3101490 2,070 .0128 26.50
3101491 1,050 .01 10.50
2101492 910 01 9.10
3101412 66 .0088 .06
3101420 350 L .09 31.50
3101432 4,000 .0607 242.80
3101433 1,460 01 14.60
3101435 2,740 .01 27.40
3101436 530 .01 5.30
3101438 . 238 n/c alc
3101488 . 665 .03 19.95
3101489 253 .01 2.53
3101495 5,100 »0054 27.54
3101497 1,600 0l 16.00
3101500 400 .l 44.00
3101501 9,300 .0l 93.00
3101538 5,620 .03 168.60
3101549 3,000 _ .05 150.00
3101551 1) .0048 a5 -
3101552 ’ 272 .001 .27
3101553 : : 40 1.1653 - 46.61
3101554 342 .0059 2.02
3101555 149 - .0083 .79
3101556 98 .0039 .38
3101557 1,000 .0054 5.40
3101558 157 .0259 4.07
3101559 353 022 7.17

$45,690.00
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“GYRO PRODUCTION MACHINERY § EQUIPMENT

Schedule s

DESCRIPTION AMOUNT
Clean Air Booths - Edcraft $ 2,495.45
Foredom Electric Turque Screw Driver with Vacuum 160.10
Attachnment '
Fisher § Porter Flow Meter (CFN) 125.50
Micro Namic Dynamic Balancer - EU 3 3,475.60
Micro Namic Dynamic Balancer - EBU 2 2,468.55
Double Width - 24 ft. long Formica Top Tables with 3,728.75
Fluorescent Fixtures, Air and Electric Connections
Single Width - 24 ft. long Formica Top Tables with 790.25
Fluorescent Fixtures, Air and Electric Connections
Vacuum Rotor Run-In Boxes ’ 6,675.20
Scorsby Test Stands 9,005.10
Reflex Camera - 4 x S Orbitor 425.90
Precision Manometer . 210.35
Rate of Turn Table - McCloskey 195.25
Strobotac Units 820.70
Unholtz-Dickie Valuation System ' 9,606.00 -
Mead Air Press - 4" Cylinder 200.45
Manoneter 270.75
Tappan Oven ' 95.50
Unit Vacuum Pump System 2,785.20
Dispatch Oven ) 351.75
Bokel Oven 195.80
Barber Coleman #3 Gear Hobbing Machine 250.00
Special Drilling Machine 3,070.00
Special Milling Machine _ 2,460.00

Total $ 49,859.15



AMENDMENT TO THE

AGREEMENT OF SALE

BETWEEN

THE NATIONAL CASH REGISTER COMPANY

AND

AEROSONIC CORPORATION

THIS AGREEMENT executed this é.p( day of October,

1972, by and between THE NATIONAL CASH REGISTER COMPANY,
a Maryland corporation with its principal business offices at Dayton,
" Ohlo ("NCR"), and AEROSONIC CORPORATION, a Delaware corpora-
tion with its principal business offices at Clearwater, Florida
{("AEROSONIC"),

WITNESSETH:

That for and in conslderatloﬁ of the mutual covenants herein
contained and intending to be legally bound hereby, the parties hereto
do covenant and agree to amend the Agreement of Sale, dated September 7,
1972, as follows:

1. Insert following the first sentence of paragraph 3 (b):

"The 5% royalty will be paid upon Aerosonic's receipt
of the sales price from its customers. "

2. Insert following the first sentence of paragraph 4:

"NCR, upon closing, w'ill provide Aerosonic with all existing
warranties in its possession relating to the assets included
in this sale."

3. Add following paragraph 4:

"In the event of such termination or in the event NCR fails

to complete this sale through no fault of Aerosonic of any

terms of this Agreement, any monies paid by Aerosonic under
this Agreement will be immediately refunded."

4. Add following paragraph 5:

"At the time of closing, all assets agreed to be sold hereunder




February 21, 1973

8. J. Wodarz, Plant Engineer
HCR Counting Cemputor Division
4105 West Pawnee .
Wichita, Kansas 87201

Dear Mr, Wodarz:

This refers to the inspection conducted by the undersigned on
February 16, 1973, of the activities performed at 4105 West
Pawnes under the Standard Precisions, Inc., license number
25-R061-01. In accordance with our conversation in which you
stated that NCR, the new occupant at 4105 West Pawnee, has no
intentions of becoming involved with radicactive material, we
are heredy cancelling license number 25-R081-01 in its entirety.

The courtesy and cooperation extended the inspector was
appreciated.

Sincerely,

DIVISION OF ENVIRONMENTAL HEALTH

Blaine Murray
Public Health Physicist
Radiation Control Section

BM/pe
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shall be delivered to Aerosonic in the same condition as they
were in on date of inspection by Aerosonic as referred to
herein, except for ordinary use and wear thereof. If at the
time of closing any of the assets referred to herein have
suffered loss or damage on account of fire, flood, accident,
act of war, civil commotion, act of God or otherwise, Aero-~
sonic shall have the option either to terminate this Agreement
and have returned all sums paid hereunder; or Aerosonic can
agree to complete the purchase at a lesger price to be mutua-
lly agreed upon by the parties to reflect the extent of damage

suffered to the assets. " .

5. Add following paragraph 7:

"Aerosonic shall not attempt to employ any employees of
NCR except for the individuals made avajlable for consulta-

tion under this Agreement.

IN WITNESS WHEREOF, each of the parties hereto has caused

this Agreement to be executed on the day and year flrat above wrltten.

THE NATIONAL CASH REGISTER COMPANY

By_ s f"//)@/f |

AEROSONIC.CORPORATION

By
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FOULSTON & SIEFKIN L.L.P.
\' 700 Fourth Financial Center

Wichita, Kansas 67202 _ g
(316) 267-6371

IN THE EIGHTEENTH JUDICIAL DISTRICT
DISTRICT COURT, SEDGWICK COUNTY, KANSAS
CIVIL DEPARTMENT

PAMELA DAWSON McCLURE, as
representative of D. W. Dawson and
Ethel Dawson, and

LESLIE BRUCE DAWSON, individually,

Plaintiffs,

v. Case No. 96 C 700

NCR CORPORATION f/k/a

AT&T GLOBAL INFORMATION
SOLUTIONS COMPANY;

‘ M. ISABELLE EDWARDS LIVING

TRUST, by and through Trustees

Isabelle Bdwards and Maurice J.

Bdwards III;

MAURICE J. EDWARDS, JR.

GENERATION SKIPPING TRUST,

by and through Trustee Maurice J.

Edwards, III;

MAURICE J. EDWARDS, IR.,

M. ISABELLE EDWARDS, and

MAURICE J. EDWARDS 111, individually;

and CECO, INC.,

T N N N N e a Nt b N st wl Nt ot w wt g O ) o oS ur )

Defendants.

AFFIDAYIT
I, Kirk Hamersky, after being duly sworn upon my oath, allege and state as

( follows: EXHIBIT

" I
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1. I am employed by Symbios Logic at 3718 North Rock Road, Wichita,
Kansas 67226. I am the Manager of Plant Engineering of the Wichita Symbios Logic plant.

2 From October of 1972 until approximately one year ago, I was employed
by NCR Corporation in Wichita, Kansas. While employed by NCR, I was involved with the
facility engineering/management. I was the very first NCR employee who worked at the newly
constructed NCR plant located at 3718 North Rock Road (the “North Rock Plant”). In fact, I

worked at this plant while it was still under construction.
3.  WhenI first came to NCR, NCR had a plant Jocated at 4105 West Pawnee

(the “Pawnee Plant”), another plant located on Gilbert Street (the “Gilbert Plant”), and a third plant
located on Tracy Street just north of Kellogg (the “Tracy Plant’). |

4. The North Rock Plant was constructed {o consolidate all of NCR’s Wichita
operations into a single location. ‘The plant was constructed in 973 and was finished enough that
NCR could begin moving into portions of the plant just after Thanksgiving in 1973,

5. I specifically remember that these moves began just after Thanksgiving
because the contractor had a Thanksgiving party for the employees working on the project. I was
the caly NCR employee at that party. All other NCR employees were given a holiday that day.

6.  Asafacilities manager, [ am familiar with the manufacturing operations
conducted by NCR in Wichita, Kansas from 1973 to the present. At the present time NCR has
no mumwmg operations in the Wichita area. NCR sold its Wichita holdings to Symbios
Logic in 1995, |

_ 7. As of Thanksgiving 1973, there were no NCR employees or manufacturing
mtmmuuunmaockpm The moves from the other Wichita plants began after

Thanksgiving and were completed fairly quickly. By February of 1974 all of the product lines,

-2-
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moved from other Wichita facilities.

8. I am specifically familiar with the move from Pawnee Plant because I was
responsible for moving all of the equipment, parts, and personnel to the North Rock Plant.

9. NCR used fltePawnee Plant to conduct manufacturing operations until it
moved to the new North Rock Plant. This move took place between Thanksgiving and Christmas
in 1973,

10.  Asof December 31, 1973, there were no manufacturing operations at the
Pawnee Plant. After the manufacturing operations ended in 1973, NCR had no business at the
Pawnee Plant except stored excess office fumiture and possibly several small piles of debris or
trash in the building. An auction was held in the spring of 1974 to sell the office fumiture stored
at the Pawnee Plant. |

11.  The Pawnee Plant is located on the north side of Highway K~42 just west
of the intersection of Highway K-42 and South West Streets in Wichita, Kansas,

12.  The Pawnee Plant was used by other companies after NCR Corporation
moved out, but NCR never made any use of the facility after it moved to the North Rock Plant
in late 1973 and early 1974.

13.  NCR does not have, and has not had any other manufacturing or storage

facilities in Sedgwick County, Kansas west of the Arkansas River since it moved to the North

Rock Plant.
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FURTHER AFFIANT SAITH NAUGHT.

STATE OF KANSAS
SEDGWICK COUNTY

me, a Notary Public within and for the County and State aforesaid, camelﬁrkﬂanusky who

is personally known to me and known to me to be the same person who executed the foregoing

Affidavit, and said person duly acknowledged before me his execution of the same as and for his
\'ﬁeeandvolmlnryactand_deed, for the uses and purposes therein set forth.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my notarial
walathhih,Kanm,ontheday.monm,andywhstabovewﬁuen.

Notary Sute of Kensss '
el I :,'.Za-n i y )/ '7[ //‘/ﬂ ;'ﬂ'/(;"" Yy
- Notary Public ) f

My Appointment Expires:
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MINUTES OF MEETING
July 21, 1976 '
A repgular meeting of the Board of Directors of NCR Corporation,
a Maryland corporation, was held on July 21, 1976, at 9:00 o'clock A. M.,
Eastern Daylight Saving Time, in Room 2001, 717 Fifth Avenue, New York,
New York, pursuant to notice thereof mailed to all of the directors at their
respective addresses at least one week prior thereto.
The following directors were prese'nt:
Messrs. William S. Anderson
Charles A. Anderson
William G. Bowen
Nicholas . Brady

G. A. Costanzo
J. J. Hangen

C. Howard Hardesty, Jr. EXHIBIT
Robert S. Oelman
William P. Patterson . g

James E. Rambo
constituting a majoritv of the Board and a quorum.

Mr. D. L. Mclintosh, Vice President, Finance and Mr. C. E.

. Reynolds, Vice President, Europe, were also present.

The Secretary presented a copy of the notice of the meeting which
had been mmailed to all of the directors at their respective addresses, and
the Chairman directed that said notice be filed with the minutes of the
meeting. |

The minutes of the meeting of the Board of Directors held on
June 16, 1976, were upon motion approved.

The Chairman announced that additivnal appointments had been

!
made to TPoard Committees consisting of Charles A. . Anderson, Audit;
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C. Howard Hardesty, Compensation; and Harry Holiday, Jr., Finance.

The Chairman then stated that management wished to recom-
mend the declaration of the regular quarterly dividend on the Company's
Series A Preferred Stock in the amount of S.3125 per share. He also
stated that management wished to recommend the declaration of a dividend
on the Company’s Common Stock in the amount of $.18 per share. He
announced that he had received a certificate from the Assistant Treasurer
of the Company to the effect that declaration and payment of such a dividend
would not contravene the restriction on dividends contained in the Company's
Indenture with Morgan Guaranty Trust Company of New York.

After discussion, upon motion duly made, seconded and unanimouslv
carried, it was:

RESOLVED, that the regular quarterly dividend of $. 3125

per share be, and it hereby is declared on the
outstanding shares of Series A Preferred Stock
of the Company, payable on October 29, 1976 to
holders of such stock of record at the close of
business on September 17, 1976.

RESOLVED, that a regular quarterly dividend of $.18 per
share be, and it hereby is declared on the
outstanding shares of five dollar par value
Common Stock of the Company payable on
October 29, 1976 to holders of such stock of
record at the close of business on September 17,
1976.

Mr. Oelman, Chairman of the Finance Commaittee reported that
as a result of its meeting of July 20, 1976 the Committee wished to recom-
mend that the Company purchase a Learjet Model 35A aircraft at a price of

$1, 800, 000; that the Company make a contribution to its retirement fund for

1956 in the amount not to exceed 27 million dollars and that the Company



. - 16012
£) *)

employ Hewitt Associates in place of Alexander and Alexander as its

- actuaries,

After discussion, upon motion duly made, seconded and

unanimously carried, it was:

RESOLVED, that the officers be and hereby they are
authorized and directed to purchase a
Learjeét aircraft Model 353A at a pnce
of $1,800,000.

RESOLVED, that the officers be and hereby they are
authorized to make a contribution to the
Company's Retirement Fund for 1976 in
an amount not to exceed $27, 000, 000.
and the Secretary is directed to distribute
to each Director a copy of the analysis
of the fund as contained in the booklet
entitled '""Pension Fund Review''.

RESOLVED, that the officers be and hereby they are
authorized to employ Hewitt Associates
as actuaries for the Compam , effective
July 1, 1976,

The Chairman referred to a written summary of routine items -
-3 and 4 of Section IV of the Agenda which had been furnished to thg Directors
prior to the meeting. He directed that a copy of the summary be filed with
' the minutes of the meeting.

After discussion, upon motion duly made, seconded and unanimously
carried, the following resolutions were adopted:

RESOLVED, that the form of the Agreement between
the Company and E-Systems, Inc., a
Delaware corporation ("E-Systems'"),
providing for the sale of the Company's
equity interest in Electronic Communica-
tions, Inc. to E-Systems for Nineteen
Million Dollars (except as this amount
may be modified by the Finance Com-
mittee) submitted to this meeting be and
the same hereby is in all respects approved



RESOLVED,

RESOLVED,

RESOLVED,
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and that the proper officers of the Company
be and they each hereby are authorized and
directed to execute and deliver to E-Systems
the Agreement, in such form or substantially
such form, with such changes therein or
additions thereto as the officers of the Com-,
pany executing the Agreement, acting under
advice of counsel, shall deem necessary,
appropriate or desirable and approve, his
execution and delivery thereof to be con-
clusive evidence of such approval.

that the proper officers of the Company be and
they each hereby are authorized to agree, on
behalf of the Company, with E-Systems to one
or more amendments or modifications of the
Agreement in accordance with the provisions
thereof and to waive on behalf of the Company
any one or more of the conditiong specified in
the Agreement to which the obligations of the
Company thereunder are subject.

that the officers of the Company be and they
each hereby are authorized to file, execute,
verify, acknowledge and deliver any and all
such certificates or other instruments as may
be called for by the Agreement and to do or
cause to be done any and all such acts and
things as they may deem necessary or desirable
for the performance in full of all obligations
of the Company under the Agreement.

that the officers of the Company be and the
same hereby are authorized and directed to
take all necessary steps and execute all

necessary documents in connection with the

foregoing resolutions.

RESOLVED,

that the preambles and resolutions adopted by
this Board of Directors on June 18, 1975, relating
to the acquisition, construction and financing,
through industrial development bonds proposed to

- be issued by the Connecticut Development Authority

(the "Authority"), of a facility of the Company to .
be located in Milford, Connecticut, as said pre-
ambles and resolutions were amended by this
Board of Directors on April 21, 1976, be and



4"’ i) BRI IS

At the request of the Chairman, Mr. Costanzo presented a
report of the meeting of the Audit Committec held July 20, 1976 wherein
the Committee met with Price Waterhouse & (‘0. and financial management
to discuss the scope ol the 1976 audit and the status of current audit problems
concerning the Company. Mr. (ostanzo also presented to the meeting a
proposed charter for the Audit Committee which upon motion was adopted.

The Chairman presented to the meeting a series of charts
showing incoming orders tor the Domestic Marketing Division and for
International Qperations (or the six months of 1976, and the order trend
b month for the twelve months ending June 30, 1976.

Mr. MNclintosh presented to the meeting a series of charts relating
to the consolidated financial position of the Company, and explained the same
in detai!.

Mr. C. E. Reynolds presented to the meeting a scries of charts
reviewing the Company's manutacturing and marketing operations in each

of the countries of the European Region together with plans for the future in

that region.

Mr. Hangen traced the history of each of the facets ot the NCR-CDC
cooperative relationship commencing in 1971, together with an indication
of the trend which is developing with respect to each aspect of the relation-

ship for the future,

The Chairman announced that the next mecting of the Board ol

Directors would be held in New York City, September 15, 1976,
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There being no rfurther business to come berore the meeting,
it was upon motion duly made, seconded and unanimously carrijed,
RESOLVED, to adjourn.

ADJOURNED.

S e, .
A T ¥ TR ’e <

James E. Rambo
Secretary
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Office of the General Counsel
14} Spring Strest
Lexington, MA 02173 USA
Tel 781.862.6600

Telex 52.1453 ' Raythoon

Csble Raythoonex

October 8, 1998
98MAB062

FACS RTIFIED . IPT REC

John Monroe

Environmental Geologist

. Remedial Section/Remedial Unit

Bureau of Environmental Remediation
Kansas Department of Health & Environment
Forbes Field, Building 740

Topeka, KS 66620-0001

Re: Information Request and Potentially Responsible Party Notification (“Request
and Notification”) for the K42 & West (CECO) Site, located at 4105, 4125, and
4129 West Pawnee Street, in Wichita, Sedgwick County, Kansas (" the Site")

Dear Mr. Monroe:

Thank you for providing me with the documents that allegedly link Standard Precision, Inc.
and Electronics Communications, Inc. to the above-mentioned site.

Based on the information set forth in those documents, Raytheon Company does not believe
it has any responsibility for the site. The facts as presented in the documents show that NCR
purchased 80% of the stock in ECI in 1968, and subsequently acquired 99.8% of ECI stock.
Although NCR alleges that it operated ECI as a separate subsidiary, NCR apparently retained
the same employees, manufactured the same products, and operated out of the same
production facility until December, 1973, when it relocated the facilities to another Wichita
location. NCR ultimately received all of the physical assets of the Standard Precision

Division, and evidently the same employees.

As set forth in hy letter dated July 27, 1998, E-Systems did not purchase ECI from NCR
until 1976. In other words, E-Systems had nothing to do with the manufacturing operation in

Wichita at any time during its operation.

Nevertheless, based on the information you sent to me, Raytheon conducted a supplemental
investigation and we have been unable to find any documents or corporate or personal

knowledge of any involvement with the Site.

EXHIBIT
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Office of the Oancral Comsel

141 Spring Sewees

Ladngron, MA (217) USA

Tol 7815626500

:::-. | | RECEIVED Raytheon
JUL 3 1 2002

' BUREAU oF
ENVIRONM
Fuly 31,2002 ENTAL REMEDIATION

02MABO089

VIA FACSIMILE AND CERTIFIED MAIL, RETURN RECEIPT REQUESTED

Walter D. Mack, I

Project Manager

Remedial Section/Remedial Unit
Bureau of Environmental Remediation
State of Kansas

Department of Health and Enviromment
1000 SW Jackson Street, Suite 410
Topeka, KS 66612-1367

Re: Information Request for the K42 & West (CECO) Site in Wichita, Sedgwick
County, Kansas ("'the Site")

Dear Mr. Mack:

This letter is in response to an information request sent to my attention and received on July
5,2002.: The KDHE initially sent an information request to RAC on July 9, 1998. Upon
request by Raytheon Company (Raytheon), the KDHE provided documents that allegedly
link Standard Precision, Inc. and Electronics Communications, Inc. (ECI) to the Site. As
Raytheon reported by letter to the KDHE, dated October 8, 1998, based on the information
set forth in those documents, Raytheon does not belicve it has any responsibility for the Site.
That Jetter was also sent to Evan Carpenter, USEPA Region 7, upon his request.

The facts as presented in the documents show that NCR purchased 80% of the stock in EC}
in 1968, and subsequently acquired 99.8% of ECI stock. Although NCR alleges that it
operated ECI as a separate subsidiary, NCR apparently retairied the same employees,
manufactured the same products, and operated out of the same production facility unl
December 1973, whea it relocated the facilities to another Wichita locetion. NCR ultimately
received all of the physical assets of the Standard Precision Division, and evidently the same

cmployees.

As set forth in another letter to the KDHE, dated July 27, 1998, E-Systerns did not purchase
ECI from NCR until 1976. In other words, E-Systems had nothing to do with the
manufacturing operation in Wichita at any time during its operation.

EXHIBIT
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John Monroe
October 8, 1998
Page 2

We understand that we are under a continuing obligation to supplement our response to this
Request and Notification, and will do so if we become aware of any further information.
Thank you for your cooperation in this matter. Please do not hesitate to contact me if you
have any questions or comments.

Sincere_ly yours,

RAYTHEON COMPANY




Raytheon Company J— m
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Office of the General Counsel
141 Spring Street

Lexington, MA 02173 USA
Tel 781.862.6600

Telex 923435 Raytheon

Ceble Raytheonex

August 28, 1998

98MAB0S52 REC EIVE D

VIA CERTIFIED MAIL, RETURN RECEIPT REQUESTED

_ 4U5 3 1 199
John Monroe BUR
Environmental Geologist ENVIRONNES,
Remedial Section/Remedial Unit REMEDIATIOIAL

Bureau of Environmental Remediation
Kansas Department of Health & Environment
Forbes Field, Building 740

" Topeka, KS 66620-0001

Re: Information Request and Potentially Responsible Party Notification (“ Request
and Notification”) for the K42 & West (CECO) Site, located at 4105, 4125, and
4129 West Pawnee Street, in Wichita, Sedgwick County, Kansas (''the Site')

Dear Mr. Monroe:

It was a pleasure speaking with you on Wednesday, August 26, 1998. Thank you for
agreeing to search your files for any information linking Standard Precision, Inc. and/or
Electronics Communications, Inc. (ECI) to the above-mentioned Site, so that we may further
focus our investigation. On behalf of Raytheon Company, this letter responds to the Request
and Notification that you sent to Raytheon Aircraft Company on July 9, 1998. You had
previously agreed to extend the deadline by which Raytheon Company must respond to
August 28, 1998.

The Request and Notification requested certain information regarding property located at
4105, 4125 and 4129 West Pawnee Street, in Wichita, Kansas (the “ Site). We have
conducted an internal investigation and have been unable to find any documents or corporate
or personal knowledge of any involvement with the Site. As we discussed on July 27, 1998,
Raytheon Aircraft Company did not purchase E-Systems, Inc. Rather, Raytheon Company
purchased E-Systems, Inc. in 1995, and E-Systems, Inc. had previously purchased Electronic
Communications, Inc. (ECI) in 1976.

We understand that we are under a continuing bbligation to 'supplemcnt our response to this
Request and Notification, and will do so if we become aware of any further information.

EXHIBIT
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Walter D. Mack, IIT
July 31, 2002
Page 2

Nevertheless, Raytheon conducted a supplemental investigation and we have been unable to

* find any documents or corporate or personal knowledge of any involvement with the Site.
We understand that we are under a continuing obligation to supplement our response to this
Request, and will do so if we become aware of any further information. Please do not
hesitate to contact me if you have any questions or comments.

Sincerely youts,

RAYTHEON COMPANY
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